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Van ; ADVERTISEMENT 





@ Electricity by virtue of its cleanliness, efficiency 
and economy is being recognised increasingly 
every day as a valuable aid to the Dairy Farmer. 


A free copy of this booklet, which deals in an 
informative manner with the questions of lighting 
the cowhouse, milking the cows, sterilizing dairy 
utensils, cooling the milk, and other applications 
will be sent on request. 
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~ Incorporated 
WES: Temple Bar 9434 
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LONG TERM LOANS 


are available for the erection 
and improvement of Farm Build- 
g See ings, including Cowhouses and 
nett - a Dairies (to qualify under the 

™ Accredited Producers’ Scheme), 

| Hay Barns, Covered Yards, and 
: ole. me 6 for the installation of Water | 
aie m @6©Supply, Electricity, fixed Steri- 
eee =slizing Plant, Milking Machines, 
NEW etc, etc. 


inter 


“Loans - | 6 | 
ee Deposit of deeds not required 


AMOUNT ADVANCED EXCEEDS 
£15,250,000 


Sf Te Ff 
LANDS IMPROVEMENT Co. _ 


For full Alecereersced: “by: Special Acts of. 
particulars 
write 10: 


36517 a 





ADVERTISEMENT 


FIRTH-VICKERS 


“STAYBRITE” 
TANKS 





Made of toughest STAINLESS STEEL, this tank is 
polished inside, easy to clean and free from crevices. 
No surface to chip off, perfectly hygienic and everlasting 


SEE OUR DISPLAY AT BRITISH INDUSTRIES 
HOUSE, MARBLE ARCH 


STAINLESS STEEL vessels from the largest storage 
and road tanks to + gill measures from 


METAL PROPELLERS 


LTD. 


Stainless Steel Specialists 


PURLEY WAY - - CROYDON 


PHONE: Thornton Heath 1290 
TELEGRams: Metaprops, phone, London 
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DAIRYMAN 
PRODUCTS 


LIMITED 
(Assoc. L. GARVIN & CO. LTD.) 
ISLEWORTH, MIDDX. 


“Dairy Boy” 


and 


“Dairy Man” was 


Leading Distributors of English 
Dried Milk, Tinned Cream, etc., 
Condensed Miik. 


Telephone: Hounslow 3483-4 
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Made by automatic machine for consistent capacity and even- 
ness of glass distribution. Specially designed to emphasise 
deep cream line. Made in all shapes, with ail sizes of mouth, 
for every style of filling machine and closure. Supplied plain, 
or with raised letters, sandblasted or colour engraved. Write 
for illustrated price list from Kilner Brothers Ltd., Denaby, 
nr. Rotherham. 


Kilner Honey Jars are ideal for the beekeeper, showing his 
crop at its best. Kilner Preserving Jars make fruit bottling 
simple—the contents touch glass only. 


Prices on application. 
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e EVERYTHING e 
e FOR THE MILK INDUSTRY e 























No. 1’ sent free 
DAIRY OUTFIT 
Co. Ltd. 


253-5, Pentonville Road, King’s Gross, London, N.1 


Telephone: Terminus 6226 & G227 














36517 a3 


vi 


ADVERTISEMENT 











ENGINEERING C0. (HULL) LTD. 
72, Park Lane, Stepney ~~ HULL 


FOUNDED 1880) 






Grams? Sterilize, Hull. ’Phone : Central 7517 
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MILK PRODUCTION on 
MODERN LINES 





Illustrated above is the Holmbury Model Dairy farm, 

the home of a well-known herd of Pedigree Guernsey 

Cows. Only Tuberculin Tested certified Grade “A” 
milk is produced, demanding the most hygienic conditions. 
All the inside and outside woodwork on the farm is painted with 
White Lead Paint. 


For the economical maintenance and all-round upkeep of farm 
buildings and machinery White Lead Paint is recommended. 
It is easy to apply; will not require burning: off when 
subsequent repainting becomes necessary, and will stand up to 
the hard wear and tear, ee dairy Doping implies: 


Any information can be abiainsd ‘ain the address below. 


IN WHITE AND MANY COLOURS 


WHITE LEAD PAINT LASTS 


Issued by Lead Industries Development Council, Dept. M.R. 
38, King William Street, London, E.C.4 
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HOME MILLED 





—the feed 
for healthier 
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ADVERTISEMENT LX 


‘An Infallible 


for the buye 
& seller of 


The *‘ Berkel’’ Milk Receiving Scale 
eliminates all risks usually associated 
with measuring by volume. Dairy 
Produce Manufacturers are assured of receiving the 
exact quantity of milk paid for, farmers can see at a 
glance on large clear dial exact amount of milk 
delivered, ensuring them an absolutely fair deal. 























‘* Berkel’ construction principles are of the soundest 
nature, all Weighing Levers of this Milk Receiving 
Scale being immersed in oil and machine being rust- 


proofed throughout, with a finish that is superior to 
and safer than porcelain. 


Receiving Tank of tinned steel, copper or stainless 


steel, in 500 and 1,000 Ibs. capacity, and with one or 
two valves. 


Further particulars will be 
gladly sent on request. 


SALES AND SERVICE 
DEPOTS IN 
ALL MAIN CITIES 





MILK RECEIVING SCALE 


Head Office and Works 
MINERVA RoaAD, PARK ROYAL, LONDON, N.W.10. 
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Avoip MASTITIS TROUBLES 


ENSURE ACCREDITED MILK 
STANDARDS 


The losses which occur through udder diseases may 
be heavy, and mastitis can rapidly spread to healthy 
cows. A good disinfectant can, however, greatly 
assist the farmer, in preventing the spread of disease 
and in maintaining healthy herds. It is also necessary 
to ensure that the standards of bacteriological purity 
for accredited milk will be maintained. ‘Chloros’ is 
simple and effective to use, is non-poisonous to 


animals at the dilutions 





used, and is finding in- 
creasing use by modern 
dairy farms. Ask your 
agent, or write for a free 
copy of the _ booklet 
“Chloros for Dairy 
Herds.” 


A Product of Imperial Chemical Industries Ltd. 


Enquiries should be addressed to: 


IMPERIAL CHEMICAL INDUSTRIES LIMITED 


Dept, G.C.44, IMPERIAL CHEMICAL HOUSE, LONDON, S.W.1 
So SSPE ANS 


C.N.471 
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Always successful! 


0.C.O MILK 
RATION CUBES 


improve the Quality 
and Quantity of Milk 
All farmers who use O.C.O Milk Ration Cubes 
declare that they know of nothing to equal them 
for improving and maintaining the quality and quantity 
of milk. Try them on your own cows. Watch the 
steady increase in the yield. Note the improved 
condition. O.C.O Milk Ration Cubes are specially 


designed to give high yields at the lowest aaa 
cost per gallon. 


CO 


MILK RATION CUBES 








Manufactured by OLYMPIA OIL & CAKE CO. LTD. (Cattle Foods Dept.) 
UNILEVER HOUSE, BLACKFRIARS, LONDON, E.C.4 
Supplies are available at Selby, London and Bristol 


OcO 90-405A 
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THE AVERY MILK SCALE 


Designed for quick accurate measurement 
under hygienic conditions. It is _ ideal 
for distributors, as it can be mounted 
on the receiving deck and arranged to 
discharge into the dump tank. Weighing 
and straining can be done as_ quickly 


as churns can be handled from the lorry. 


Features of the Avery Milk Scale 









WEIGH TANK 


of polished stainless steel, with 
rounded corners and _ fluted 
bottom for swift drainage. 


STRAINER 


of stainless steel, designed after 
practical research. 


MECHANISM 


of rustproof metals protected from 
dust and damp by gaskets and oil seal. 


TO WEIGH 
either 500 Ib. by I Ib. or 1,000 Ib. 
by 2 Ib. : 


Please write for full details. 








1ILK SCALE 


Weeks TT. AVERY LPO , SOHO F OU'N DRY 8 Rie ieee 
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to be complete, 
should include 


PFAUDLER EQUIPMENT 


Take advantage of the specialized knowledge 
we have accumulated during the past half 
century. Co-operation with our engineering 


pine department may improve both your product and 
ter Gias> aianre your profits. Installed by leading milk plants 
piavd at 18 ave ose? throughout the world, Pfaudler Equipment is 
equirm® ous pure ott durable and dependable, easily cleaned and non- 
é qume “A jdt ee contaminating, efficiently designed and economi- 
fe he Mi yransPo a. cal in operation. 
¥ r tt 
(e.8- ie paste ic. ;. For further particulars, write to: 
got ase : cin» 


onder gator’ \ENAMELLED METAL PRODUCTS CORPN. (1933) Ltd. 


put ” give™ ov? ot \ Artillery House, Artillery Row, London, S.W.1. 
e e 14 

Noralogses, we gent x Works: Leven, Fife 
ca \ 


wich veo pee. La Py M.R.C.R. 





Xiv ADVERTISEMENT 





Look for this mark on each bag. 


Brantom’s Balanced Ration 


CAKE NUTS 


CONTAIN proper proportions of fats, proteins, 


carbohydrates and minerals and 
Accu RATE rationing is therefore certain. 


KEEP increasing the production of meat or milk. 


ECONOMISE food and save labour. 


NEVER upset animals’ digestion or constitution. 
UNANIMOUS opinion of feeders confirms this. 
THE perfect balanced ration. 

SUCCEED when other foods fail. 


Manufactured Solely by 


J. H. BRANTOM & Co. Ltd. - Battersea - LONDON 
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RED TAB DISCS 


PRICES REDUCED 
Price per 1,000 
Printed in two colours 


10,000 - - - 
20,000 - - - 
50,000 - - - 
100,000 - - - 
256,000 - - - 
500,000 - ; & 
1,000,000 - - - 
24% discount cash with order. 


No extra charge for customers’ own design 

on orders of 250,000. Less quantities an 

initial charge of 16/- which will be credited 

in full when 250,000 caps have been | 
supplied. 


Samples on application 


WAXED - PAPERS 








tole - 


bole 


=_a tad ot edt edad Vi 
OOn~Incocc6§s & 
tole ¥ 





| LIMITED 


| (Dept. M.C.) 
| Cassiobury Mills, St. Albans Road, Watford, Herts. 








DOUGLAS — 


for 


RELIABILITY IN DAIRY REFRIGERATION 





Full range of standard Compressors, both medium speed return flow, and 

high speed uniflow types. Every Compressor built to Lloyd’s requirements. 

Complete plants installed. FULLY GUARANTEED for any duty. Consult us in 
your refrigeration problems 


WILLIAM DOUGLAS & SONS LTD. 
Douglas Wharf, Putney, London, S.W.15 


Telephone: PUTNEY 6666 and at EDINBURGH 
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-ELN RECT Expans 
KELMAC wirk cooLeR 
Supplied complete with 


motor ready to 
plug in. 





Instantaneous action 
will cool milk from 
95°-40°F. 

& 

Cooler capable of 


being sterilised as it 
stands. 


No gauges to watch. 
Just one valve to 
operate. 


ROYAL SHOW 
Stand No. 
303 


ROYAL SHOW 
Stand No. 
303 





Illustration shows Compressor with Cover removed. 


PRICE £98 COMPLETE 


MacWHIRTER LTD. sristoL «& CARDIFF 


Complete service throughout the country 


“DESCO” 


Modern Appliances for 
Dairy and Dairy Farneeus, 


““Desco”’ Sterilizing and Washing 
up Outfits with High and Low 
Pressure Boilers available in a wide 
range of sizes and capacities. 





“Desco”’ the super- 
ior made Seamiess 
Welded Milk Cans 
and Churns in 5 
different types. 


“Desco’’ Covered 
Milking Pails 
(Davies Pattern) and 
a useful range of 
NO-SEAM Pails for 
clean milk produc- 
tion. 





“Desco’’ Coolers for water cooling 
and also direct expansion. Available 

in capacities from 40 gallons per 
hour and upwards. 

Quotations for complete plant or indi- 
vidual items sent on request, together 
with Illustrated 86 page Catalogue. 


DAIRY SUPPLY Go, Lu. 


PARK ROYAL, LONDON, N.W.10 





“ Everytbing for the Dairy— Large or Small’”’ 
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“WYVERN” BOTTLE FILLERS FOR 
HAND OPERATION 


The Machine illustrated fills 5 bottles 
simultaneously, in the case or crate. It hasa 
stainless steel tank, polished inside and 
outside. The lifting mechanism is strong 

i and simple, and easy to operate. Capacity 
' —20 pint bottles in 23 Seconds. Will also 
: fill $ pint and 4rd pint bottles. 

We canalso supply this machine complete 

with capping device for fixing 


if 
i 
i 
ye 
Hh 
i 


Single valve filler... £215 0 
Two - Ss 2 &A2° 10° 0 
Nine 2 os c.~— &se 60 0 


am | ALUMINIUM CAPS 


Send for complete Catalogue of all 
appliances for— 
The Dairy Farmer 
The Producer Retailer and 
The Dairyman 





Price £25 0 0 


Pelagealaa VIPAN & HEADLY LTD. Tekzere) 


Vipan Headly, 
Leicester ABBEY GATE WORKS, . 22062 


LEICESTER » 22063 





BENHIL PACKING MACHINES 
For BUTTER and CHEESE 


Comprehensive range of mould- 
ing and wrapping machines, 


Butter and Margarine packing 
machines for bricks or rolls, 
either for simply moulding 
or forming and completely 
wrapping the packets. 


Crustless Cheese Filling, 

Wrapping and Labelling 

Machines for all sizes and 
shapes of portions. 





Type “VERTICAL 105” Butter Packer 
Output 50 packets per minute. 


For fuil particulars, please write 


BENHIL MACHINERY COMPANY LTD. 
340, Upper Street, LONDON, N.1 


Telephone: CLERKENWELL 0920 Telegrams : BENHILG PHONE LONDON 





XVili ADVERTISEMENTS. 


HEARSON MILK TESTING APPARATUS: 


Check your Milk Supplies 
CLEAN MILK 


The colour test by the Methylene 
Blue Reductase method as prescribed 
by the Ministry of Health, Milk 
(Special Designations) Order, 1936, 
becomes operative in January next. 


The HEARSON MILK GRADER is 
an inexpensive and efficient apparatus 
for this test. Made in all capacities 
for either the small or large milk 
producer. Over 60 graders supplied 
to one Dairy Company. 


Grader leaflet with details of test 
post free on request. 



















INCUBATORS FOR CULTURE, PLATE COUNT AND KEEPING 
QUALITY TESTS 


STERILIZERS AUTOCLAVES ACIDIMETERS GLASSWARE 
DRYING OVENS GERBERS SEDIMENT TESTERS BALANCES 
MICROSCOPES COLONY COUNTERS 


DAIRY LABORATORIES COMPLETELY FURNISHED 


Catalogue on request 


CHARLES HEARSON & COMPANY, LTD. 
Factory and Offices—68, WILLOW WALK, LONDON, S.E.1 





IMPROVE YOUR STOCK 





Good, straight fit, Cows and Heifers. Ayrshires, Friesians, 
Guernseys, Shorthorns, Welsh Black and Crosses, also 
licensed bulls 


£4 down balance in 12 monthly payments 


In-pig Gilts, Store Pigs, Breeding Ewes, Store Lambs, and 
Store Cattle 


Small deposit balance when ready to sell 


Write 


GODFREY SMITH, Norton-in-Hales 16 


Market Drayton, Shropshire 


Audlem Station G.W.R. Road approach from Audlem 
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MILK BARS EQUIPMENT 
Co. Ltd. 


MILK BARS BUILT, INSTALLED AND 
FULLY EQUIPPED 


DAIRIES CONVERTED TO MEET THIS MODERN 
REQUIREMENT. 


More than twenty installations already completed. 


Communications to: 


MILK BARS EQUIPMENT CO. LTD. 
60/1, Blackfriars Road, S.E.1 
Phone: Waterloo 4821/2 





MILK BOTTLE DISCS 


i] 
Perfection” Brand 
This stands for the highest 
quality and service in the Trade 
= No Capping Machine Trouble 
Superfine Board and all Discs 
Sterilised by Special Process 
Beautiful Printing 
Prompt Deliveries 


We also produce 
Artificial Drinking Straws for School Milk, ete. 
Egg, Butter and Ice Cream Cartons 


cae Fillers for National Mark, etc. Packers 


A. FIFER LTD., 
SLOUGH, BUCKS. rere SLOUGH 581 





XX ADVERTISEMENT 


00 
SECU 


TOOGOOD’S 
GRASSES AND CLOVERS 


for Mowing or Grazing 





Write for Samples and Lowest Prices 


TOOGOOD’S TOOGOOD’S 
MASTERPIECE WORLD’S BEST 
MANGEL SWEDE 
The Finest Dairy Man- The Best Keeping of 
gel in Cultivation. Hardy Swedes. 





Write for Toogood’s FARMERS’ ANNUAL free on request 


TOOGOOD & SONS Ltd. 


Seed Growers and Merchants, SOUTHAMPTON 
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(For List of other Reports 
in this series see p. ii). 
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li ADVERTISEMENT 


MINISTRY OF AGRICULTURE AND FISHERIES 
ORANGE BOOKS ON MARKETING 


The Ministry of Agriculture and Fisheries is issuing a series of 
illustrated Reports on the marketing of agricultural produce in 
England and Wales. The Reports may be obtained as indicated 
on the title page of this Report, or at the Ministry's marketing 
demonstrations at agricultural shows. 


/< x 5,\Price—Nos. 1-38 (except No. 25) 6d. each net, Nos. 25, 39 to 44 Is. each net; 
prices in brackets include postage. 





Economic Series. 
TAPE EEE ST 


*1. Co-operative Marketing. 
*2, Stabilisation of Agricultural Prices. 
*3. Economic Resources of Canada in relation to British Food Supplies. 
*4, Large Scale Co-operative Marketing in the United States. 
*9. Co-operative Purchase of Requisites. 
*§, The Trade in Refrigerated Beef, Mutton and Lamb. 
*7, Wool Marketing. mos enon 
*8. Agricultural Credit. : : K Omec 
*9, Marketing of Potatoes. _ ecm 
“10. Egg Marketing. 
*11. Marketing of Poultry. 
*12. Marketing of Pigs. 
13. Markets and Fairs. Part I—General Review. (8d.) 
14, Markets and Fairs. Part Ii—Midland Markets. (9d.) 
*15. Fruit Marketing. 
16. The Fluid Milk Market. (9d.) 
*17. The Pork and Bacon Trades. 
18. Marketing of Wheat, Barley and Oats. (9d.) 
*19. Markets and Fairs. Part 11I—Northern Markets. 
*20. Marketing of Cattle and Beef. 
*21. Preparation of Fruit for Market. Part I—Apples, Pears, Plums and Strawberries. 
22. Marketing of Dairy Produce. Part I—Cheese. (9d.) 
*23. Markets and Fairs. Part IV—Eastern and Southern Markets. 
24. Preparation of Fruit for Market. Part II—Gooseberries, Currants, Cherries, Raspberries, 
Loganberries, Tomatoes, Cucumbers and Grapes. (9d.) 
25. Marketing of Vegetables. (Js. 4d.) 


26. Markets and Fairs. Part V—Welsh Markets; Part VI—London Markets: Part VII— 
Final Review. (9d.) 


*27. The Sugar Beet Industry at Home and Abroad. 

28. Marketing of Honey and Beeswax. (9d.) 

29. Marketing of Sheep, Mutton and Lamb. (J0d.) 

30. Marketing of Dairy Produce. Part Ii—Butter and Cream. (9d.) 

31. Marketing of Calves and Veal. (In preparation.) 

32. Marketing of Hides and Skins. (In preparation.) 
*33. The Agricultural Marketing Act, 1931. 

34. Organization of Potato Marketing. (d.) 

35, Organization of Wool Marketing. (9d.) 

37. Reorganisation Commission for Pigs and Pig Products. Report. (8d.} 

38. Reorganisation Commission for Milk (England and Wales). Report. (10d.) 

39. Reorganisation Commission for Fat Stock. Report. (/s. 2d.) 

40. Technical Committee on Abattoir Design. Report. (Js. 2d.) 

41. Cattle Industry (Emergency Provisions) Act, 1934. Handbook. (Js. 1d.) 

42. Reorganisation Commission for Eggs and Poultry (England and Wales). Report (7s. 4d.), 
43. Reorganisation Commission for Eggs and Poultry (Great Britain). Report (Js. 2d.). 
44, Reorganisation Commission for Milk (Great Britain). Report. (Js. 5d.) 
Other Reports are in course of preparation. 





* No further copies available. 
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INTRODUCTION 


SIRS, 

We were appointed on 11th February, 1935, in accordance with 
the provisions of the Agricultural Marketing Acts, 1931 to 1938, 
as an Agricultural Marketing Reorganisation Commission for Great 
Britain, and directed :— 

(a) to consider the working of organised milk marketing in 
Great Britain under milk marketing schemes and its incidence 
on production, distribution and consumption and to make 
recommendations for further improvement ; 

(b) to consider and report on the extent to which, and the 
manner in which, organisation could be facilitated by closer 
co-operation between the marketing Boards concerned, or by 
the amalgamation of some or all of the schemes, including 
any schemes at present under consideration, or by other adjust- 
ments, and to prepare schemes for giving effect to any such 
adjustments ; 

(c) to consider and report on the extent to which, and the 
manner in which, the organisation of milk marketing in Great 
Britain could be facilitated by closer co-operation between milk 
marketing Boards in Great Britain and the appropriate 
authorities in Northern Ireland. 

We have held in all 80 formal meetings, in London, Edinburgh 
and Aberdeen, at many of which witnesses were heard on behalf 
of the various interests concerned with the milk industry. In addi- 
tion we have held 44 informal meetings for the purpose of con- 
sidering and discussing the different aspects of our investigations 
and proposals. 

The witnesses who have appeared before us have included repre- 
sentatives of each of the four milk marketing Boards operating 
in Great Britain; of the promoters of schemes for other parts of 
Scotland; of organisations of agriculturists, wholesale and retail 
distributors (including producer-retailers), manufacturers and 
hauliers; of consumers’ co-operative societies; of associations con- 
cerned with child welfare and with rural life; of hospitals; and of 
other organisations interested directly or indirectly in the milk 
industry. We have also had the help of a number of individuals, 
eminent in their respective spheres, on such subjects as the nutri- 
tional value of milk and the economics of milk production, as well 
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as on matters more directly affecting marketing organisation. 
Further, we have received and considered a great deal of written 
evidence. We wish to take this opportunity of expressing our deep 
indebtedness to the very many organisations and individuals who 
have spared no effort to assist us in our deliberations. 

In order to inform ourselves regarding the question of co-operation 
with Northern Ireland, we visited Belfast and conferred with repre- 
sentatives of the Ministry of Agriculture for Northern Ireland 
and of the milk industry in that part of the United [Kingdom ; 
and the Government of Northern Ireland kindly attached to 
us a liaison officer, Mr. D. A. E. Harkness, who has rendered us 
valuable assistance. 

In the early stages of our inquiries a special series of informal 
meetings was held in Edinburgh to discuss with those immediately 
concerned the differences that had arisen under the main Scottish 
milk marketing scheme, between producers in the east and pro- 
ducers in the west of the scheme area. We found that the difficul- 
ties were, in principle, such as are inherent in all pooling schemes 
and that it would be impracticable to separate the problems underly- 
ing them from the more general questions arising out of our terms 
of reference. Without making any pronouncement, therefore, at that 
time upon the submissions that were made at this series of meetings, 
we undertook to bear these Scottish difficulties in mind in our 
wider investigations. 

Three general considerations have guided us throughout the course 
of our proceedings. The first is that, at our opening meeting, 
Ministers invited us to take the broadest view of our terms of 
reference and to look upon the subject matter of our inquiry as 
extending beyond the economics of milk marketing and embracing 
also those new problems of policy and administration which have 
arisen out of the schemes. We have been glad to accept this invita- 
tion, and to the best of our ability have acted upon it. 

At the same time we have borne in mind, as the second considera- 
tion, that the agricultural marketing code 1s of recent origin and 
that there has not yet been time for the new system to attain to its 
full efficiency. In these circumstances we appreciated that it would 
be a dis-service to the industry and to the country if we were to 
advocate changes which were not clearly essential. The schemes 
may need modification in some respects ; but producer organisation 
should provide a firm foundation for further development. In conse- 
quence we followed the principle that, in framing any adjustments. 
that might seem necessary, the fullest possible use should be made 
of the present structure. 

Thirdly, we have been impressed with the rapidly gathering 
public interest in nutritional problems—a development which has 
a special meaning for the milk industry. It has long been recog- 
nised that milk is unique as the most complete of all individual 
foodstuffs and the most necessary to the health and well-being of 
the rising generation. Recent expert investigations have confirmed 
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this view and, in doing so, have thrown light upon the deficiencies 
in the diet of a large proportion of the people, particularly of the 
poorer classes. Organised marketing can, and should, play an 
important part in assisting to fill these deficiencies. ‘The public 
importance of the milk supply and the national need for increasing 
the eonsumption of liquid milk have been prominently in our minds 
throughout our inquiries and discussions. 


The Report itself falls into four sections. Part I describes in 
general terms the origin of the schemes and their main features and 
gives some brief particulars of the quantities of milk dealt with under 
the schemes and of the prices charged to buyers and paid to pro- 
ducers. This Part, together with the statistical Appendix, leads 
to the analytical examination of the effects of the schemes which 
is undertaken in Part IJ. Part III is devoted to the study of 
certain fundamental principles connected with the schemes and the 
criticisms to which they have been subjected. Part IV contains 
our recommendations for the future of organised milk marketing. 
Though this order of reporting involves a certain amount of repeti- 
tion, we believe it will have advantages of convenience. 


The complications inseparable from the study of the provisions 
and principles of the four different milk marketing schemes already 
in existence have been intensified by the fact that each of these 
schemes is in active operation and, further, that each has been in 
force only two or three years. Developments are taking place from 
day to day ; and adjustments of the schemes themselves in a number 
of important respects have been either made or proposed since we 
were appointed. We have endeavoured to keep ourselves informed 
of the current position under each of the schemes and of actual and 
contemplated changes in the provisions of the schemes ; and this has 
naturally added to the magnitude of our task. Aithough it has been 
possible in some cases to include in the statistical tables appended to 
this Report figures relating to the first half of the 1935-36 milk year, 
1.e., from October, 19385, to March, 1986, our examination of the 
working of the schemes has necessarily been concerned almost 
entirely with the periods ending September, 19385. 


The Minute of Appointment authorised us to prepare schemes 
for giving effect to such adjustments as appeared desirable for the 
purpose of securing co-operation between the Boards or the amalga- 
mation of existing and proposed schemes. ‘The main issues which 
our recommendations raise are, however, of such importance that 
they must be considered, in the first place, both by the industry and 
by the Government, as questions of principle. Furthermore, if 
certain of these proposals are accepted, legislation will be needed 
to implement them. In these circumstances, it appeared to us that 
the drafting of schemes should be left until it has been decided 
how far our proposals meet with immediate acceptance ; and there- 
fore we have not prepared schemes to give effect to the changes 
recommended in the Report. 


PART I.—THE MILK MARKETING SCHEMES 


CHAPTER 1.—THE INCEPTION OF THE SCHEMES. 


(i) The English Scheme. 


The groundwork for the introduction of the English milk ie 
ing scheme was prepared by the Reorganisation Commission which, 
under the chairmanship of Sir Edward Grigg, K.C.M.G., K.C.V.O., 
‘D.S.0., M.C., M.P., was appointed in April, 1932, in accordance 
with the provisions of the Agricultural Marketing Act, 1931, to 
prepare a scheme or schemes for regulating the marketing of milk 
in England and Wales. ‘The Report* of that Commission, issued 
in January, 1933, reviewed the course of events in the industry up | 
to that time and the conditions then prevailing, and outlined a 
plan of reorganisation. ‘The Commission took the view that the 
situation required something more than could be achieved by organ- 
ising the producing side of the industry alone. Accordingly, they 
not only recommended that a Central Producers’ Board should 
be set up under the Agricultural Marketing Act on the lines of 
a draft scheme appended to their Report, but they also urged 
that there should be established, under new legislation, a statutory 
Dairymen’s and Manufacturers’ Board and, in addition, a Joint 
Milk Council composed of representatives of both these Boards 
together with three independent members. 

This comprehensive plan of reorganisation could not have been 
implemented under existing legislation, but in any case it appears 
that producers preferred to proceed separately with the organisation 
of their own side of the industry. ‘he National Farmers’ Union 
prepared and submitted a scheme under the Agricultural Marketing 
Act, 1931, using as the basis the draft scheme published in the 
Commission’s Report. 

Submission of the scheme in March, 1933, was followed by a 
public inquiry into objections lodged and, after some modification, 
the scheme was approved by both Houses of Parliament in July, 
1938, shortly after the Agricultural Marketing Act, 1933, had 
reached the statute book. ‘The initial poll then taken showed that 
96 per cent. of the votes, calculated both by number and by pro- 
ductive capacity of the registered producers voting, were in favour 
of its continuance, and accordingly, the scheme came into full 
operation on 6th October, 1933. 


(ii) The Schemes in Scotland. 

The main Scottish scheme.—The main Scottish milk marketing 
scheme had its origin in a different set of conditions from those 
which led up to the introduction of the English scheme. ‘The 
difference resulted from the system of voluntary organisation among 


* Economic Series No. 38. 


5 


producers that had been operating in Scotland for a few years 
previously. This voluntary movement started with the formation 
of the Scottish Milk Agency, which was set up to control the 
marketing of milk from the Glasgow milk shed and commenced 
operations in 1927. ‘The weakness of the voluntary system, how- 
ever, soon became apparent and, mainly because producers who 
remained outside were able to profit at the expense of the members, 
the Agency suffered a gradual decline in membership until, by 1931, 
it had lost most of its influence upon the Glasgow milk market. 
This, together with the fact that the Agricultural Marketing Bull 
was then on the point of receiving Royal Assent, prompted the 
Scottish Agricultural Organisation Society in July, 1931, to call a 
national conference of milk producers for the purpose of discussing 
the desirability of promoting a milk marketing scheme for Scotland 
under the new legislation. At this conference a committee was 
appointed to prepare a scheme which, it was originally intended, 
should embrace the whole of Scotland. But in the discussions that 
followed producers were not unanimously in favour of an all- 
Scottish scheme. Some sections of producers in the north of 
Scotland took the view that local organisation and administration 
would be preferable. Consequently a scheme was prepared for that 
part of Scotland lying between the Grampians and the border, 
including the counties of Angus, Perth, Stirling, Dunbarton and 
part of Argyll together with all the counties to the south. 


This scheme was submitted in June, 1982, as “* the Scottish 
Milk Marketing Scheme ”’ and after the public inquiry into objec- 
tions, which was held in November, the amended draft was 
approved by Parliament in May, 1933. Of the registered pro- 
ducers voting at the initial poll 77 per cent., with a productive 
capacity of 78 per cent., were in favour of the scheme, which 
accordingly came into full operation on 1st December, 1933. 


The Aberdeen and District scheme.—Organised milk marketing 
in the Aberdeen area also originated from the co-operative efforts of 
producers which resulted in the formation of the Scottish Milk 
Agency in 1927. It began on the same voluntary basis, under 
the auspices of the Scottish Milk Agency, which extended the 
field of its operations to the Aberdeen area in 1928. At first the 
Aberdeen organisation functioned as a branch of the Scottish 
Agency, but later producers in the area decided to exercise their 
independent control and formed the Aberdeen and District Milk 
Agency as a separate organisation. ‘T'he Aberdeen Agency proved 
more successful than the parent body and controlled the bulk of the 
milk sold in its area. But in order to consolidate the position, the 
committee of management of the Agency decided to take advantage 
of the statutory powers made available under the Agricultural 
Marketing Act, 1931, and prepared a scheme incorporating the 
principles and procedure which the Agency had evolved in the 
course of its development. 
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This scheme, which embraces the counties of Aberdeen and 
Kincardine, was submitted in February, 1933. A public inquiry 
was held in June, and the scheme, after modification, was approved 
by Parliament in March, 1934. Of the registered producers voting 
at the initial poll, 79 per cent., representing a productive capacity 
of 87 per cent., were in favour of the scheme, which became fully 
operative on Ist August, 1934. 

The North of Scotland scheme.—Concurrently with the action 
taken by the Milk Agency in Aberdeen to promote its own 
scheme, milk producers in the counties of Inverness, Ross and 
Cromarty, Nairn, Sutherland and Caithness were making similar 
arrangements, and a scheme for these counties was submitted in 
June, 1933. ‘The objections made to it were subsequently with- 
drawn, thus rendering a public inquiry unnecessary; and after 
modification in accordance with the conditions on which objections | 
had been withdrawn, the scheme received the approval of Parlia- 
ment in July, 1934. <A favourable majority—73 per cent. of 
registered producers voting, with a productive capacity of 76 per 
cent.—was obtained at the initial poll, and the scheme came into 
full operation on Ist October, 1934. 

Other areas in Scotland.— Milk producers elsewhere in Scotland, 
that is, in the counties of Moray, Banff, Orkney and Zetland and 
in certain parishes of Argyllshire, are not organised under a market- 
ing scheme. A draft scheme has, however, been prepared and 
submitted for Moray and Banff on the general lines of the North 
of Scotland and Aberdeen schemes. Similarly, a draft scheme 
has been submitted for that part of Argyllshire outside the area 
of the main Scottish scheme, but final consideration of 1ts provisions 
has been deferred. ‘This latter scheme provides for the exemption 
from registration of any producer who does not either manufacture 
milk into cheese at his farm or sell milk to a manufacturer of milk 
products, and is designed for the purpose of enabling farm cheese 
makers within the area to qualify for the advances payable to milk 
marketing boards by the Exchequer under the Milk Acts, 1934 and 
1936,* in respect of milk converted into cheese on farms. 


CHAPTER 2.—THE PRINCIPLES OF THE MILK 
MARKETING SCHEMES. 
(i) General. 

The milk marketing schemes operating in Great Britaint have 
certain fundamental features common to all. Hach scheme pos- 
sesses the force of statutory authority; each establishes a self- 
governing organisation of producers, initiated by them and subject 
to amendment or revocation by them; and each incorporates an 

* The provisions of these Acts are described in Appendix I, page 295. 

+ Our examination of the working of organised milk marketing has, in 
accordance with the terms of reference, been confined to the schemes operating 
in England and Wales and in Scotland. The organisation of milk marketing 


in Northern Ireland, however, is of interest for purposes of comparison, and 
is described in Appendix II, page 297. 
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element of compulsion by which all producers in its area who 
sell the regulated product are brought within its jurisdiction. 
These common features follow from the provisions of the Agricul- 
tural Marketing Acts, 1931 to 1933, the series of enabling measures 
from which these schemes derive their form and powers. 


All the schemes are single commodity schemes covering the 
marketing of cows’ milk; none of them includes as the “ regulated 
product ’’ any form of milk product. 


Administration of each scheme is controlled by a Board com- 
posed mainly of the elected representatives of registered producers. 
The provisions of each scheme are binding on all registered pro- 
ducers who are not specifically exempted either by the scheme itself 
or by the Board in exercise of the powers given to it by the scheme. 
No milk producer who is not exempted can se!l milk unless he is 
registered, and a registered producer can sell milk only in 
compliance with the conditions laid down by his Board. 


(ii) The English Milk Marketing Scheme. 


The principle of combined selling.—The Reorganisation Com- 
mission of 1932 came to the conclusion that the prime object of 
reorganisation in the milk-producing industry must be to strengthen 
the position of producers. The principal means by which the 
scheme has endeavoured to attain this object is by the substitution 
of combined selling for individual selling. With some minor excep- 
tions mentioned below, the Board is a party to all wholesale con- 
tracts for the sale of milk by producers, and no contract can be made 
except on conditions laid down by the Board. ‘This ensures that in 
negotiating with buyers the producers’ representatives control sub- 
stantially all the milk supphes. Individual producers cannot arrange 
contracts on terms less favourable than those negotiated and so 
weaken the position of their fellow producers. ‘The centralised 
control also helps to ensure that, under a system which provides for 
milk to be sold at different prices for different purposes, the appro- 
priate price is paid. Previously there was a danger that milk bought 
at a low price for manufacture might be re-sold in the higher-priced 
liquid milk market. 


Those producers who sell by retail direct to consumers (i.e. pro- 
ducer-retailers) are, of course, not required to sell through the Board. 
They must, however, take out licences and make contributions at 
much the same rates as those which are charged on wholesale 
sales of liquid milk. 


The Board’s control over milk supplies is not quite complete. 
The scheme at present exempts producers (not being producer- 
retailers) who keep not more than four milch cows, and also sales of 
milk by a producer to any of his servants for consumption in that 
servant's household. Further, paragraph 53 of the scheme gives 
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the Board power to exempt ‘‘ producers and sales of such classes or 
descriptions . . . as may from time to time be determined ’’ 
Under this paragraph sales of Certified and of Grade ‘‘ A’”’ (T.T.) 
milk* have been exempted. | 


Producers’ prices.—Before the introduction of the scheme the 
price obtainable by a producer for milk depended upon whether it 
could be sold to a liquid milk buyer or had to be disposed of for 
manufacturing purposes. The liquid market was definitely the more 
remunerative, and consequently producers were anxious to sell into 
it. The results of these conditions have been described in the 
Report of the Grigg Commission. 


Under the scheme the returns from the sale of milk into different 
markets at different prices are pooled and shared on a ‘“‘ per gallon ”’ 
basis, with the effect that producers selling mainly into the liquid 
milk market contribute towards the price paid to producers who 
sell mainly for manufacture. The pooling arrangements, how- 
ever, do not provide for a single pool for the whole country, as it 
was felt that the immediate introduction of a national pool would 
cause undue hardship to districts in which a relatively high propor- 
tion of the milk is sold for the liquid market. England and Wales 
is divided by the scheme into eleven regions, in each of which a 
separate pool is operated. 


In order to prevent too large a variation between the pool prices 
paid in the different regions, a levy is made on every gallon of milk 
sold into the liquid milk market, and the proceeds are paid into a 
fund known as the ‘‘ inter-regional compensation fund,’’ which is 
used to raise the pool price in those regions where the proportion of 
milk sold for manufacture is relatively high. 


Quality and special service premiums.—While the price received 
by the individual producer is based on the pool price for his 
region, he may qualify for premiums for special services such 
as level delivery or for the attainment of the ‘* Accredited ’’ 
quality standard. ‘ 


Every producer who is able to obtain a Grade ‘‘ A ”’ licence 
under the Milk (Special Designations) Order is entitled to be 
registered on the Accredited Roll and to receive a bonus of 1d. per 
gallon out of the general fund. 


Premiums are payable for level delivery, but a producer can 
only obtain such a premium if he can secure a buyer who will 
contract to pay it. Producer-retailers qualify for the premium on 
their retail sales provided that they deal with their own surplus or, if 
they sell any milk on contract, that their contracts are only for level 


* To avoid confusion we have thought it desirable to continue to use the 
grade names which have been current eT practically the whole period 
of our investigations. 
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deliveries. _In practice any sum so earned by a producer-retailer is 
deducted from the contribution payable to the Board on his sales. 


For other special services, or for complance with special con- 
ditions, producers may obtain additional premiums, but arrange- 
ments for the payment of these depend on individual negotiation 
between seller and buyer. 


Transport charges.—It has always been, and still is, the practice 
for the producer to be responsible for the delivery of milk to the 
buyer and to bear the cost of transport. Where milk is sold 
direct to a buyer for the liquid milk market, the producer either 
arranges the transport himself or the buyer undertakes it for an 
agreed charge. Where milk is sold to factories or to depots special 
transport charges, which are described in Appendix III, are payable 
by producers. 


Buying prices.—The Board is given power by the scheme to 
determine the “prices at, below, or above which . . . milk or 
any description or quantity of milk may be sold’’ by any 
registered producer. Wholesale buyers of milk for liquid con- 
sumption are required to pay the prescribed contract price. Mulk 
used for manufacture is nominally bought at the same price, but 
rebates are allowed which result in the prices actually paid by 
buyers of manufacturing milk* being much lower and varying 
according to the use to which the milk is put. 


Before fixing the prices and other terms of the contract the 
Board is required under the scheme to consuit with the repre- 
sentatives of the wholesale buyers. For the first year provision 
was also made for prices to be the subject of consultation between 
the Board, the buyers and three independent ‘* Appointed 
Persons ’’, and for the prices to be fixed by the Appointed Persons 
in the event of disagreement. | 


The scheme provides that the prices charged to distributors 
may vary in accordance with the region in which the milk is pro- 
duced, or alternatively, the region in which it is consumed. Since 
the end of the first year, however, the selling price has been the 
same for all regions. 


The prices payable by consumers of liquid milk are governed 
by re-sale clauses in the contracts and by the terms of the licences 
issued to producer-retailers. 


Conirol of production.—The Board is not given power under the 
scheme to exercise direct control over the volume of production, or 





* The terms “ liquid milk” and “manufacturing milk” are used through- 
out this Report as meaning, respectively, milk sold for liquid consumption and 
milk sold for manufacture. 
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even over the volume of sales. In practice, however, the prices 
fixed by the Board must be the principal factor controlling both sales 
and production, though it is open to it to exert further control by 
means of quality standards. 


Distribution and manufacture.—Section 12 of the Milk Act, 1934,. 
empowers each of the milk marketing Boards to determine che 
places to which registered producers may sell or deliver or consign 
milk. ‘The scheme gives the Board no direct control over the later 
stages of distribution, but in fact it is able to exercise very con- 
siderable powers through the terms of the contracts on which the 
distributors buy milk, including the important re-sale clauses which 
govern retail prices. 


The position of manufacturers in relation to the Board is similar © 
to that of distributors in the matter of the prices at which they 
purchase milk. Manufacturers are represented on the Central Milk 
Distributive Committee, which is the negotiating body for all milk 
contracts with the Board. No attempt is made, however, in the 
contract to control prices of manufactured products, and in this 
respect the manufacturer is less closely controlled than the 
distributor. 


Under a special form of contract farm cheese makers who agree to 
keep their milk on the farm receive a subsidy which is made up 
partly from the Government advance under the Milk Acts and partly 
from an additional allowance from the general funds of the Board. 
The intention of these arrangements was, no doubt, to maintain 
cheese making on farms and to decrease the volume of surplus 
milk which the Board was called upon to deal with. ‘There is no 
similar arrangement for farm butter makers. 


Constitution of the Board.—The Board consists of twelve regional 
members, three special members and two persons co-opted after 
consultation with the Market Supply Committee. Regional 
members are elected by the registered producers in the several 
regions. It is provided that each member shall hold office for three 
years, and that four shall come up for election each year in rotation. 
Each region elects one member, except the North Western, which 
elects two members. ‘The three special members are elected by 
registered producers in general meeting. LHlections (after 1937) 
are to be held annually, the members retiring in rotation after hold- 
ing office for three years. Hlections are held at meetings of regis- 
tered producers, and proxy voting is allowed. 


The Board thus consists of 17 persons ; but the scheme provides, 
as required by the Act of 1933, that *‘ the Board shall appoint . 
an executive committee consisting of not more than seven members 
. and the Board shall delegate to the executive committee all 
their functions under this scheme ’’ except certain specifically men- 
tioned functions. For various reasons the Board has made but 
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little use of the executive committee. Day-to-day administration 
is in the hands of the Chairman and Vice-Chairman. 


Proposed amendments to the scheme.—The English Board has 
submitted a number of amendments which it is proposed should be 
made to the scheme. It had originally been intended to make some 
further amendments also, but the Board subsequently decided to 
reserve action on certain points until this Report was available. 
The most important of the amendments recently submitted to regis- 
tered producers relate to transport charges, to the contributions of 
producer-retailers, to the exemption of small producers, and to the 
conditions on which a poll for the revocation of the scheme may be 
demanded. 


It is proposed to pool within each region transport charges on all 
milk sold to depots or to factories, and thus to avoid some of the 
complexities and anomalies which have arisen under the present. 
arrangements. ‘I'he proposals in regard to producer-retailers’ con- 
tributions are designed to reduce the amount of the contributions. 
and to eliminate monthly and seasonal variations in the amount. 
As regards exemptions, it is proposed to cancel the general exemp- 
tion of producers owning not more than four milch cows. The 
amendment regarding polls on the question of revocation of the 
scheme provides for raising the required number of producers who 
may demand a poll from 500 to one-twentieth of the total number 
of registered producers, representing at least one-twentieth of their 
total productive capacity. ‘There are also a number of other sug- 
gested amendments, but many of them are formal in character and. 
none raises such important issues as the four mentioned above. 


(iii) The Main Scottish Milk Marketing Scheme. 


The main Scottish milk marketing scheme, which applies to that. 
part of Scotland south of the Grampians with the exception of 
certain parishes of Argyll, is based on the same fundamental prin- 
ciple as the English scheme—that of the equalisation amongst. 
_ producers of the proceeds of sales in the liquid and manufacturing 
markets by means of a pooling system. ‘The main point of difference. 
from the English scheme is that there is a single pool for the area. 
of the scheme instead of a number of regional pools. 


Under the Scottish scheme there is, in addition to the producers. 
who sell under ordinary wholesale contracts and producer-retailers, 
a further special class, known as producer-wholesalers. This. 
class consists of those who are licensed by the Board to sell miik 
to distributors who, because their total daily purchases do not exceed 
a specified quantity (originally 80 gallons, but since reduced to 
20 gallons), are charged a wholesale price in excess of the ** standard 
price ’’ payable by other distributors. Producer-retailers must, as. 
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under the English scheme, hold a licence from the Board. ‘The 
various Classes are not mutually exclusive; a producer-retailer, for 
instance, may sell some milk to the Board, or a producer may be a 
producer-wholesaler in respect of some contracts, though not of all. 
Froducers who sell milk only in small quantities to persons in their 
employment or to neighbours for their own consumption are entitled 
to exemption from the provisions of the scheme ; and by resolution 
of the Board this exemption has been applied to all producers who 
sell not more than three gallons daily to not more than six customers. 
Producer-retailers, producer-wholesalers and producers of Certified 
milk make their own arrangements for sale and payment, but 
they must conform to the prices fixed by the Board and pay con- 
tributions to the pool. 


The Board’s contracts.—Before fixing prices and the terms on 
which milk may be sold, the Board consults the Permanent Joint 
Committee provided for in the scheme, on which are represented the 
interests of distributors, manufacturers and hauliers, as well as 
of the Board itself. The agreement constituting this Committee 
provides for a consultant to be called into the negotiations in the 
event of failure to reach agreement, but the duties of the consultant 
are advisory only. 

The Board fixes the prices payable by distributors and manu- 
facturers. ‘he minimum retail price is also fixed and is uniform 
throughout the scheme area, except for special prices for bulk 
sales to hotels and institutions. Prices are also prescribed for 
Certified and Grade ‘‘ A’’ (T.T.) milk. Prices for these grades, 
sold as such, are not controlled in England. 


Producers’ prices.— Lhe pool structure under the main Scottish 
scheme is simpler than that in England and Wales. All proceeds 
from the sale of milk through the Board, together with the con- 
tributions of producer-retailers, producer-wholesalers and producers 
of Certified milk and all other receipts of the Board, are paid into 
one general pool. ‘The Board allocates to producers any special 
premiums earned by them, deducts its expenses, and distributes the 
balance amongst producers in proportion to the quantity of milk 
supplied by them. 


The Scottish Board’s contracts have in each period allowed for 
the earning of a premium for level delivery. In addition, an 
amendment of the scheme by the Secretary of State for Scotland 
provides for the payment of a special bonus out of the pool funds 
to those producers who undertake not to increase their monthly 
sales to or through the Board by more than 10 per cent. over their 
sales in December, 19388. 

There is no Accredited milk scheme in the main Scottish area, 
but producers of Certified and Grade “‘A’”’ (T.T.) milk obtain 
higher prices than other producers, and Certified milk producers pay 
contributions at the specially low rate of 4d. per gallon. 
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Haulage.—'The pool price payable to each producer is subject to 
an individual deduction in respect of transport. ‘he deduction is 
made according to the distance of the producer’s farm from the 
nearest of a number of prescribed haulage centres, irrespective 
of the actual distance which the producer’s milk is carried. If 
milk is consigned by road, it must be carried by a contractor 
approved by the Board. Where a producer carries his own 
milk, he pays the ‘‘ standard haulage rate ’’ to the Board, and the 
Board pays him at the same rate as any other approved haulier. 
The profits made in operating the haulage fund are credited to 
the general pool. 


Control over production.—As under the English scheme, the 
Board has no power to control production except indirectly through 
price and through quality standards. A certain degree of production 
control is also implied in the Secretary of State’s amendment by 
which, as explained above, a bonus is paid to producers who limit 
their sales. 


Distribution and manufacture.—The scheme empowered the 
Board to approve or to alter the methods of disposal of milk used 
by producers before the scheme came into effect; and further 
power to control the movement of milk sold by registered pro- 
ducers is given to the Board by the Milk Act, 1934. ‘The Board’s 
control over subsequent stages of distribution is mainly defined in 
the terms of the contract. These include the minimum prices at 
which distributors may buy and sell their milk and the premiums 
they must pay for special services. 

The Scottish Board is more directly interested in manufacture 
than is the English Board. Not only is a greater proportion of its 
milk manufactured, but the Board itself is a manufacturer on a very 
large scale. The extent of manufacture in the area was consider- 
ably increased by reason of an agreement with the linglish Board 
under which the Scottish Board has reduced its consignments of 
liquid milk to Hngland in return for a specified sum as compensa- 
tion. The milk thus kept off the Hnglish market has to be manu- 
factured in Scotland. 


The Scottish, lke the Hnglish, Board has found it useful to 
make special arrangements to compensate farm cheese makers who 
undertake to retain their milk on the farm. 


Constitution of the Board.—The Board consists of eight members 
elected by a Selection Committee and two members co-opted by the 
elected members after consultation with the Market Supply Com- 
mittee. ‘The Selection Committee consists of not more than fifty 
registered producers appointed at the annual general meeting. A 
candidate for election to the Selection Committee must be nominated 
by at least ten registered producers. Each year one-fourth of the 
elected members of the Board retire, and the Selection Committee 
fills the vacancies. 
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Amendments to the scheme.—The main Scottish scheme has 
undergone some important amendments since its inauguration. 
Producers in the eastern counties complained that their returns were 
diminished by the operation of the scheme, and there was consider- 
able discontent in that part of the scheme area. A number of 
questions were remitted to the Committee of Investigation for 
Scotland, the most important of which concerned the position of 
level producers, haulage charges and the possibility of regional prices 
within the scheme. ‘'he changes that were made in the scheme in 
consequence are described in Chapter 6. 


(iv) The Aberdeen and District Milk Marketing Scheme. 


The provisions of the Aberdeen and District milk marketing 
scheme are based on those of the main Scottish scheme and on the 
previously existing co-operative marketing arrangements of the 
Aberdeen and District Milk Agency. Sales in small quantities to 
employees and neighbours for their own consumption are exempt 
from the scheme. ‘The Board first interpreted a ‘‘ small quantity ”’ 
for this purpose as being not more than two gallons per day to not 
more than six customers; but in November, 1935, the exemption 
limits were amended to apply only to sales of not more than one 
gallon daily to not more than four customers. The effect of this 
exemption is to exclude the majority of producers in the outlying 
districts from the scope of the scheme. Apart from these exemp- 
tions and from sales by producer-retailers and producers of Certified 
milk, all sales by registered producers must be made to or through 
the Board. ~ Producer-retailers and producers of Certified milk 
make their own sales arrangements, but they must furnish monthly 
returns to the Board and must pay such contribution per cow as 
the Board may determine. 


The Board determines wholesale and retail prices for milk after 
consultation with a Joint Committee, representing the Board, 
distributors and haulage contractors, set up under the scheme. 


There is an understanding between the three Scottish Boards by 
which they do not compete in each other’s liquid markets, but the 
Aberdeen Board sells some 2,500-5,000 gallons of liquid milk daily 
through a selling agent in London. Any additional surplus milk 
is either manufactured at the creamery taken over by the Board 
from the Aberdeen and District Milk. Agency or sold for 
manufacture. 


Basic quantities.—The principal point of difference between the 
Aberdeen scheme and the main Scottish scheme lies in the alloca- 
tion of *‘ basic quantities ’’ to producers who sell by wholesale. A 
“basic quantity ’’ is determined for each producer by reference to 
his average sales during the three months November to January im- 
mediately preceding the date of the determination. In respect of his 
basic quantity each producer receives a price per gallon which 
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is equal to the standard price payable by distributors less a levy 
deduction and, of course, haulage charges. The levy deduction 
covers the costs of administering the scheme and any loss suffered 
on the sale of basic quantity milk for manufacture. If a producer 
sells milk in excess of his basic quantity, he is paid for it at the 
average price realised for such surplus milk. Since the beginning 
of the scheme the pool price for the basic quantity has been approxi- 
mately double the pool price for the surplus. 


Constitution of the Board.—The constitution of the Aberdeen 
Board is unusual; it consists of the members for the time being 
of the Committee of Management of the Aberdeen and District 
Milk Agency, which was the body responsible for the pro- 
motion of the scheme, together with four persons elected at a 
general meeting by registered producers who are not members of 
the Agency, and two persons co-opted after consultation with the 
Market Supply Committee. The Chairman is appointed by the 
Board, and he need not be a member of the Board prior to his 
appointment, or a milk producer. We are informed that the number 
of members of the Agency’s Committee of Management is at 
present twelve. 


(v) The North of Scotland Milk Marketing Scheme. 


The North of Scotland scheme is very similar to that for Aberdeen 
and District. The “‘ basic quantity ’’ provisions, however, extend 
to producer-retailers, and only producers of Certified and Grade 
“A’’ (T.T.) milk are exempt from them. The ‘ basic quantity ”’ 
of each producer is determined by reference to his average sales 
during the months September to December immediately preceding 
the date of the determination. Producers of graded milks may 
arrange for their own sales, but they pay a levy and are entitled 
to receive payment at the ordinary rate for any milk which they 
sell to or through the Board. Sales in small quantities to employees 
and neighbours for their own consumption are exempt from the 
scheme. It is understood that the Board has interpreted a ‘* small 
quantity ’’ as being sales of not more than three gallons per day 
to not more than five customers. This exemption has the effect 
of removing from the scope of the scheme over 95 per cent. of 
the milk producers in the area. | 


The North of Scotland Board has power under the scheme to 
determine directly the quantity of milk (other than Certified or 
Grade “‘A’’ (T.'T.)) that may be sold by any registered pro- 
ducer. It is understood that there is no intention to use these 
powers at present. No other milk marketing Board in Great 
Britain possesses this power of direct sales control. 


The Board consists of five persons elected by registered producers 
at each annual general meeting and two persons co-opted after con- 
sultation with the Market Supply Committee. 
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CHAPTER 3.—_NUMBERS OF PRODUCERS AND 
VOLUME OF SALES. 


(i) Registered Producers. 


Total numbers.—Towards the end of 1935* there were approxi- 
mately 175,000 registered producers of milk in Great Britain, of 
whom over 165,000 (94 per cent. of the total), were registered 
under the English scheme, some 8,000 (5 per cent.) under the 
main Scottish scheme, 800 under the Aberdeen scheme and 400 
under the North of Scotland scheme (less than 1 per cent. each). 

These figures, it should be noted, relate to the numbers of. pro- 
ducers registered, not to the numbers of individuals engaged in 
milk production and not, strictly speaking, to the numbers actually 
selling milk. The figures for the two larger schemes may still 
include a number of producers who are entitled to exemption; and 
while it seems probable that the great majority of milk producers 
in England and Wales and in the area of the main Scottish scheme 
are registered under the schemes, a large percentage of small pro- 
ducers in the Aberdeen area, and a still larger percentage in the 
North of Scotland, are exempt from registration. A rough com- 
parison of the productive capacity of the four areas can be made 
by reference to their cow populations; the official estimates show 
that 87 per cent. of the total cow population of the four areas is 
maintained in England and Wales, 10 per cent. in the area of the 
main Scottish scheme, and 3 per cent. in the areas of the Aberdeen 
and North of Scotland schemes jointly. 

In December, 1933, when the English scheme had been operating 
only two months, registered producers in England and Wales num- 
bered nearly 140,000. The increase of nearly 20 per cent. in less 
than two years is attributable largely to the withdrawal of the 
exemption originally granted to small producer-retailers. But in 
addition many producers who did not register in the early days have 
begun to sell milk off the farm since the scheme came into opera- 
tion, because they have found it more profitable to dispose of the 
milk in that way than to manufacture it on the farm. 

There has been relatively little change in the numbers of producers 
registered under each of the three Scottish schemes since the early 
months of their operation. 


Classification of producers.—It is not possible to sub-divide the 
total number of producers registered under each scheme into classes 
according to the method by which they dispose of their milk, 
because many of them use two or more of the available channels 
of disposal. A producer may, for example, make a wholesale con- 
tract requiring level delivery and use his surplus in the manufacture 
of cheese on the farm; or he may have a retail round and sell the 
balance on a wholesale contract. In fact, producer-retailers in 


* More detailed figures relating to the subject matter of this Chapter will 
be found in Tables 29 to 39 on pages 306 to 322. 
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Hngland and Wales as a whole sell almost as much milk on whole- 
sale contracts as they sell by retail. The following Table gives some 
indication, however, of the numbers of producers using each of 
the various methods of disposal under the four schemes operating 
in Great Britain :— 


TABLE 1.—Noumsers or RecisteERED PrRopucERS, PropucER- WHOLESALERS, 
PropucER-RETAILERS AND REGISTERED Farm CuHrEse Makers, 1935. 





No. of register- No. of 


Total No. of | ed producers ra iaoke No. of “p ene 
Scheme. registered selling on P “|producer-|, © 
whole- ; farm cheese 
producers. wholesale 1 retailers. kere." 
PLES a salers. makers. 
England and Wales 165,363 79,267 = 65,744 820 
(September) : 
Scotland (main area) 8,202 5,085 774 D424 404 
(December) 
Aberdeen & District 805 486 s = 406 ae 
(September) 
North of Scotland 393 127 oa Zoo oe 
(September) 





* The numbers of farm cheese makers given are those for the contract year 
1934-35, 


Producers selling on wholesale contract.—In England and Wales 
there was a steady increase in the number of wholesale contracts 
made under the scheme during the first two years. ‘The increase - 
between December, 1933, and September, 1935, amounted to nearly 
14 per cent. As most of the English producers selling milk by 
wholesale do so under a single contract, there has probably been 
a comparable increase in the number of producers selling under the 
Board’s contracts. In the case of Scotland we have not been able, 
with the statistics in our possession, to separate producers selling 
under wholesale contracts from other classes of producers during 
the earlier period, and it is not possible, therefore, to show what 
changes have taken place. 


Producer-retailers.—Producer-retailers constitute some 40 per 
cent. of the total number of registered producers under the English 
scheme, 30 per cent. under the main Scottish scheme, 50 per cent. 
under the Aberdeen scheme and 65 per cent. under the North of 
Scotland scheme. Under each of the Scottish schemes, however, 
the Board has exempted producers selling small quantities of milk 
to a limited number of customers. If these exemptions were with- 
drawn there would be a very large increase in the proportion of 
producer-retailers, especially in the North of Scotland and the 
Aberdeen areas. 
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When the English scheme first came into operation only some 
34 per cent. of producers were licensed to sell milk by retail. The 
increase that has taken place since has been due mainly to the 
withdrawal of the exemption of producers selling less than one 
gallon a day by retail. Under each of the Scottish schemes there 
has been no significant change in the numbers of registered pro- 
ducers who are licensed to sell milk by retail. 


Producer-wholesalers.—Producer-wholesalers* form a class found 
only under the main Scottish scheme. Their numbers increased 
between November, 1934, and November, 1935, by some 30 per 
cent., but these producers still comprise rather less than one-tenth 
of the whole. The North of Scotland scheme provides for the 
existence of a class of producer-wholesalers, but practical effect has 
not been given to this provision. 


Registered farm cheese makers.—Registered farm cheese makers 
declined in numbers both in England and in the main Scottish 
area during the second year of the operation of the schemes owing 
to the low prices obtainable for cheese and the relatively more 
profitable outlet for milk sold through the Boards. The more 
favourable terms since offered} have caused some increase in the 
numbers in England. ‘There are no registered farm cheese makers 
under either the Aberdeen or the North of Scotland scheme. 


Graded milk producers.—At the end of October, 1935, 401 pro- 
ducers under the main Scottish scheme, 8 under the Aberdeen and 
District scheme and 11 under the North of Scotland scheme held 
licences for the sale of Certified and Grade ‘“‘ A ’’ (T.T.) milk. 


The number of Accredited milk producers in England and Wales 
has increased rapidly since the roll was established in May, 1935. 
A year later they comprised some 10 per cent. of the total number 
of registered producers, responsible for about one-third of the total 
output of milk sold under the scheme. ‘There is no similar scheme 
operating in Scotland, but we understand that a very large pro- 
portion of the milk sold there is of Grade “‘ A ’”’ or higher quality. 


(ii) Quantities of Milk Sold. 

Total sales.—Total sales of milk under the four schemes for the 
year October, 1984—September, 1935, including all sales under con- 
tract, sales by producer-retailers and sales by graded milk producers 
under the Scottish schemes, amounted to some 1,084 million gallons, 
of which 746 million gallons were sold into the liquid milk market 
and 338 million gallons for manufacture. If there be added farm 
cheese milk on which repayable advances and grants from the 
Boards were paid, the total quantities are 1,107 million gallons, of 
which 361 million gallons, i.e., 33 per cent., were either sold for 
manufacture or made into cheese on the farms. 


* See page 82. T See page 99. 
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TABLE 2.—Satres or Mix, Octosprer, 1934—Serpremeer, 1935. 


Percentage of 





Scheme. Million gallons. ccinibae tees 
England and Wales ... was 981 88-6 
Scotland (main area)... es 116 10-5 
Aberdeen and District ee 8 0:7 
North of Scotland... ae 2 OZ 

MORAG} uss: Hh 1,107 100-0 


The figure for the total quantity sold is much lower than the 
provisional official estimate (1,570 million gallons in 1934-35) of 
the quantity of milk sold off farms in Great Britain. There are 
several factors which help to account for this difference; for 
example, the area covered by the schemes excludes some parts of 
Scotland; many small producers, selling in the aggregate a con- 
siderable quantity of milk, are exempt from the schemes; sales of 
Certified and Grade ‘‘ A” (T.T.) milk in England are similarly 
exempt; and there may be some appreciable under-estimate of the 
actual quantities sold by producer-retailers. 


Classification of sales.—The following Table shows for each 
of the schemes the volume of milk sold under wholesale contracts, 


sold retail by producer-retailers, and used in the manufacture of 
farm cheese during 1934-35 :— 


TABLE 38.—Disposat or MILK UNDER EACH SCHEME, OcToBER, 1934— 
SEPTEMBER, 1935. 


(Thousands of gallons.) 











Total Contract ee bie Farm cheese 
Scheme. ft producer ae 
quantities. sales. Ba milk. 
England and Wales ... 980,960 853,706 113,249 14,005 
Scotland (main area)... 115,665 89,277 17,095 9,293 
Aberdeen & District... 8,280 6,355 1,925 — 
North of Seotland _... 1,897 865 1,082 =e 
TOTAL... sé 1,106,802 950,203 133,301 23,298 








* Consisting of sales by licensed producer - retailers throughout Great 
Britain and also sales by producer-wholesalers and producers of Certified and 
Grade “A” (T.T.) milk in Scotland. 


Producer-retailer sales.—In [ingland and Wales sales by licensed 
producer-retailers amounted in the first year to some 17 per cent. 
of the total quantity sold for liquid consumption under the scheme ; 
the corresponding figure for the first ten months of the main 
Scottish scheme was approximately 29 per cent. In the second 
year the percentages of sales by producer-retailers were, in England, 
again 17 per cent. and, in the main Scottish area, 24 per cent. 
For the first complete year of the Aberdeen and North of Scotland 


20° 


schemes, the corresponding proportions were 26 per cent. and 
58 per cent. respectively. 


Farm cheese milk.—Plans for recompensing producers who re- 
tained their milk and manufactured it into cheese on the farm 
came into operation in the main Scottish area in February, 1934, 
and in England and Wales in April, 1934. From these dates until 
the end of September, 1934, nearly 19 million gallons 
in England and some 10 million gallons in the area 
of the main Scottish scheme were manufactured into cheese on 
farms with financial assistance from the Boards. The quantity 
of milk converted into cheese declined in the second year of the 
schemes in England and in Scotland, the gallonages being some 
14 million in England and 9 million in Scotland for the whole 
year. 


(iii) Utilisation of Milk Sold. 


Milk is produced in Great Britain primarily for liquid consump- 
tion, but the surplus over the requirements of the liquid milk 
market is sold at much lower prices for manufacture. Since 
the demand for milk for liquid consumption is regular throughout 
the year and supplies are heavier in summer than in winter, the 
quantity used for manufacture varies seasonally. Moreover, since 
the quantity used for liquid consumption has increased less rapidly 
than supplies, the annual quantity that has to be sold for manu- 
facture has increased. The following Table shows for the year 
ended September, 1935, in relation to each of the four schemes, 
the quantity sold into the liquid milk market and the quantities 
sold for manufacture into the principal milk products :— 


TABLE 4.—UtTILIsATION oF MILK UNDER EACH SCHEME DURING THE YEAR 
OctoBER, 1934—Srpremper, 1935. 


(Thousands of gallons.) 





ANALYSIS OF MANUFACTURING MILK. 















































MANv- 
SCHEME. LiquipD. | FACTU- [ad 
RING. Ghoese* |cButten: Conden- Fresh Other 
sed milk.| cream. lproducts. 
England & Wales| 665,265 | 315,695 | 106,636 | 88,717 | 57,672 | 41,348 | 26,322 
Scotland (main | 71,051 | 44,614 | 22,356 | 4,982} 2,806 12,081 2,889 
area) | 
Aberdeen -& 7,449 831 121 bearers 389 | 64 
District 
North of 1,765 132) 21 33 4 78 — 
Scotland 
Toran 745,530 | 361,272 |129,134 | 88,996 | 60,478 | 53,889 | 28,775 








* Including farm cheese. 
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Sales for liquid consumption.—The figures given above for sales 
into the liquid milk market include milk sold by producer-retailers 
and milk sold under the Milk-in-Schools schemes, as well as milk 
sold under the usual wholesale contracts. In the second year 
of the schemes the quantity sold for liquid consumption in England 
and Wales and in the main Scottish area increased over the pre- 
vious year’s figures by about 5 per cent. and 4 per cent. respect- 
ively, mainly due to the inclusion of milk sold under the Milk-in- 
Schools arrangements. It is not possible to make a similar 
comparison in relation to the areas of the other two schemes. 

The sales of liquid milk under the three schemes in Scotland 
include in each case some milk sold into England. Although 
arrangements were made by the English Board and the main 
Scottish Board for most of the milk formerly sold over the border 
to be retained and manufactured in Scotland on terms agreed 
between them, some 38 or 4 per cent. of the total sales under the 
main Scottish scheme still represents milk sold into Hngland. 
No less than 17 per cent. of all the milk sold under the Aberdeen 
scheme comes to England, but the corresponding figure for the 
North of Scotland is only about 24 per cent. 


Sales for manufacture.—As compared with the first year of the 
scheme, the total quantity of milk sold for manufacture (including 
milk made into cheese on the farm) increased in England and 
Wales during the second year by 49 per cent. and in the area 
of the main Scottish scheme by 16 per cent. To put the matter 
another way, three-quarters of the increase in the total quantity 
of milk sold in England and Wales, and also in the main Scottish 
area, has been used in manufacture. Under the Aberdeen and the 
North of Scotland schemes the quantity of milk sold for manu- 
facture in 1934-35 amounted to about 10 and 7 per cent. respectively 
of the total sales. 

In England and Wales the most important manufactured products 
from the point of view of the quantity of milk absorbed are cheese 
(including farm cheese), butter, condensed milk and fresh cream, 
which accounted in the second year for some 84 per cent., 27 per 
cent., 18 per cent., and 18 per cent. respectively of the total 
of manufacturing milk. In the main Scottish area the three main 
products, with the corresponding proportions, are cheese, 50 per 
cent.; fresh cream, 27 per cent.; and butter, 11 per cent. Cream 
is the main product into which milk is manufactured in the areas 
of the Aberdeen and the North of Scotland schemes. Both in 
England and Wales and in Scotland there was an increase in the 
proportion of milk used in making butter during the second year 
of the schemes. 

In England the Board has hitherto manufactured relatively lttle 
milk in its own factories, but in the main Scottish area one-half 
of the milk sold off the farms for manufacture in 1934-35 was 
converted into products in factories owned by the Board. 
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CHAPTER 4.—PRICES UNDER THE SCHEMES. 
(i) The Determination of Prices. 

Under each of the schemes the Board has power, subject to the 
conditions described later, to determine the prices at which milk 
may be sold by registered producers. These sales include whole- 
sale sales, whether for liquid consumption or for manufacture, and 
also retail sales by producers. In addition the Boards are similarly 
empowered to determine the terms of contracts between producers 
and buyers and thus indirectly to control the prices at which milk 
may be re-sold at subsequent stages. These powers have been 
exercised by the Boards in all the contracts. The prices returned 
to producers are in all cases determined on a pool basis. In 
England and Wales there are a number of regional pools; in the 
main area of Scotland there is a single pool; and in the Aberdeen 
and North of Scotland areas the operation of the ‘* basic quantity ”’ 
plan results in two pools at different levels of prices. 

Under the English scheme the power of the Board to fix the prices 
at which milk may be sold by registered producers was qualified 
during the first year by a requirement that, before fixing prices, 
the Board shouid consult such persons as it considered best qualified — 
to represent wholesale buyers of milk, together with three inde- 
pendent persons appointed for the purpose by the Minister ; and it 
was provided that if, during that period, the Board was unable to 
agree with the purchasers’ representatives, the prices were to be 
fixed by the three “‘ Appointed Persons ’’. ‘The prices prescribed 
by the Board for the first three contract periods, covering the two 
years October, 1933, to September, 1935, were determined under 
these conditions. The Board is also under permanent obligation 
under the scheme to consult purchasers’ representatives before 
prescribing terms of contracts. 

For the first two contract periods, covering between them the 
first year of the scheme, the English Board was unable to agree 
with the purchasers’ representatives on prices, and they were 
accordingly fixed by the three Appointed Persons on both occasions. 
For the third contract period, covering the year October, 1934, to 
September, 1935, the Board was able to reach agreement with the 
buyers, but on terms which included a rise in the price payable to the 
Board for milk for liquid consumption and also an increase in the 
distributor’s margin. Thus both parties to the agreement made 
gains at the expense of the consumer. 

The contract for 1935-86 was prescribed by the Board under 
different conditions, since the temporary powers of the Appointed 
Persons had come to an end. Under the terms originally pre- 
scribed by the Board for this period the average buying price was 
raised and, since no alteration was made in minimum retail prices, 
the distributor’s nominal margin was reduced. The distributors 
refused to sign contracts on these terms; but after consultation 
with the Minister, an agreement was reached by which the matter 
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was referred to the Committee of Investigation and the contracts 
were signed with a proviso to the effect that the Board would make 
any alteration that the Minister might order or request after con- 
sidering the Report of the Committee of Investigation and that 
the buyers might then either continue the contracts or terminate 
them. ‘The Report of the Committee was published in May, 1936, 
and the Minister’s decision followed the recommendation made in 
the Report by reducing the buying price by 1d. per gallon in each 
of three months. 


The terms of the main Scottish scheme provide for the deter- 
mination by the Board of the prices at which milk may be sold 
by registered producers without the specific conditions as to con- 
sultation imposed on the English Board which are described above. 
T’'he scheme provides, however, that for the purpose of facilitating 
the determination of certain matters a Joint Committee should be 
set up, representative of the Board, distributors of milk, manufac- 
turers of milk products and haulage contractors. One of the 
functions of the Permanent Joint Committee established under this 
provision is to negotiate on prices and conditions of sale. The 
agreement between the Board and the other interests under which 
the Committee is constituted provides that a consultant shall be 
called into the negotiations in the event of disagreement between 
the parties. The services of this consultant were used by the 
Committee in the negotiation of the first, third and fourth (for 
1935-36) contracts ; but the parties to the negotiations are not bound 
by the findings of the consultant and the Board did not, in fact, act 
upon his recommendations in respect of the 1935-36 contract period. 
The buyers complained of the Board’s action, and the matter was 
referred to the Committee of Investigation for Scotland. The Com- 
mittee recommended a scale of prices that would have allowed a 
slightly wider margin to the distributors, but the Secretary of State 
decided, for reasons that have already been made public, to take 
no action. 

Under the Aberdeen and North of Scotland schemes the Boards 
have similar powers to fix prices, and similar provision is made 
for the establishment of Joint Committees representing the different 
interests. There is, however, no provision for calling in a con- 
sultant. In the event of disagreement on the Joint Committee, 
each Board is able to prescribe prices and contract terms. 


The prices prescribed by the Aberdeen Board for the period 
Ist January, 1935, to 31st October, 1985, were, with other matters, 
the subject of a complaint which was referred to the Committee 
of Investigation for Scotland. The substance of the complaint in 
this respect was that the increased prices payable by buyers, 
coupled with the retention of the old retail price of 2s. per gallon, 
resulted in a decrease of 1d. per gallon in the distributive margin. 
he Committee found that the action of the Board in increasing the 
standard price was contrary to the interests of the complainants, but 
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they did not find that such action was not in the public interest. 
No action was taken by the Secretary of State on this part of 
the complaint. 


(ii) Wholesale Buying Prices. 


Milk for liquid consumption.—The wholesale prices which the 
different Boards have fixed for the sale by producers of milk for 
liquid consumption for each of the milk years since the schemes 
came into operation are shown in the following Table* :— 


TABLE 5.—WuHoLESALE Prices PAYABLE TO THE Boarps FoR MILK 
FoR LiguIp CONSUMPTION. 


(Unweighted average of monthly prices.) 











Scheme. 1933-34. 1934-35. 1935-36. 
(pence per gallon) 
England and Wales ... | South Eastern Allregions 1575 | 153 
region 144 | 
Other regions 13% 
Scotland (main area) ... 14 | 14 12 
* 
Aberdeen and District — 143 142% 
North of Scotland ... eae 143 15 





The English scheme provides that the wholesale price of milk 
may vary according to the region in which it is produced or con- 
sumed. In the first year higher prices were fixed for the South 
Hastern region than for the others, but no differentiation between 
regions has been made in subsequent contracts. No comparable 
differentiation has been made under either the main Scottish or 
the North of Scotland scheme, but under the Aberdeen scheme 
higher prices have been charged for milk sold to buyers in 
Peterhead. 

It will be seen that in England and Wales the wholesale price 
of milk for liquid consumption rose in the second year and again 
in the third year of the scheme. In the main area of Scotland 
the wholesale price has remained at the same average level for 
each of the contract periods. Under the Aberdeen and North of 
Scotland schemes a small increase took place during 1935-36. 

The wholesale contract prices of milk for liquid consumption 
are in general higher in the winter months than in the summer. 
Under the English scheme during the first year there was a differ- 
ence between the highest winter and the lowest summer prices of 
5d. per gallon in the South Hastern region and 4d. in all other 
regions. During the second year the difference of dd. applied to 
all the Tegions. The effect of the Muinister’s decision following 





. For deena see Table 40 on page 323. 
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the Report of the Committee of Investigation was to maintain the 
difference between the highest and lowest monthly prices at 6d. 
for the year 1935-36. Under the main Scottish scheme there was 
no seasonal variation in price during the first year, but in each 
of the subsequent periods prices have been higher in winter than 
in summer. The seasonal variations have, however, been smaller 
than in England, the maximum difference between summer and 
winter prices being 2d. per gallon in the second year and 3d. in 
the third year. Under both the Aberdeen scheme and the North 
of Scotland scheme the maximum variation between summer and 
winter prices has been 1d. per gallon. The course of wholesale 
contract prices under the schemes is described in somewhat greater 
detail in Chapter 8. 

Under each of the Scottish schemes wholesale prices higher 
than those for ordinary milk have been fixed for Certified and 
Grade ‘‘A’’ (T.'T.) milk, sales of which are exempt under the 
Hnelish scheme. 


Milk for manufacture.—Under both the English and the main 
Scottish schemes the price of milk to be used in manufacture is 
based upon an estimated ‘‘ realisation value ’’ depending upon the 
product into which the milk is to be manufactured, and thus the 
price varies for different products. In England and Wales the 
average price* obtained during the first year of the scheme for all 
manufacturing milk was 4-96d. per gallon. The actual price 
varied between a minimum of 34d. in certain months for milk 
in the lowest-priced categories to a maximum of 9d. per gallon 
throughout the year for the highest categories. During the second 
year prices tended to be lower, the average price realised 
for all milk sold for manufacture being 4-8ld. Under the main 
Scottish scheme the average prices realised for manufacturing milk 
during the first and the second years were respectively 4-99d. per 
gallon and 4.73d. per gallon. For the year ended September, 1935, 
the average prices realised for manufacturing milk under the 
Aberdeen scheme and the North of Scotland scheme amounted 
respectively to 6-04d. and 6-77d. per gallon. + 


(iii) Re-sale Prices. 

Wholesalers’ margins.—The English Board prescribed in the 
second and subsequent contracts the minimum margins above the 
contract prices at which milk might be re-sold wholesale. These 
margins varied according to the quantity of milk sold. During the 
second contract period the margin was 4d. per gallon for quantities 
of more than 1,000 gallons daily and 1d. per gallon for smaller quan- 
tities. In the third contract a further sub-division of quanti- 
ties was made, with margins varying between 4d. and 14d. per 
gallon according to quantity. ; 


* Excluding the repayable advances made under the Milk Act, 1934. 
+ See Tables 43 and 44 on pages 326 and 327. 
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Under the main Scottish scheme also minimum prices are fixed 
for the sale of milk by wholesalers to distributors, the price for 
such milk delivered in bulk being 2d. above the standard price. A 
higher margin, however, must be paid if the milk is delivered in 
bottles, or if the average daily quantity taken by the purchaser is 
less than 50 gallons. The Aberdeen Board has fixed a special 
wholesale price for bottled milk which is either 3d. or 4d. above the 
standard price according to whether the bottles belong to the buyer 
or seller. The North of Scotland Board by a term of the contract 
prohibits one distributor from re-selling to another; there can 
therefore be no re-sale by wholesale. 

Prices to institutions.—Each of the four marketing Boards has 
made arrangements to supply hospitals and certain other institu- 
tions at special prices more or less related to the current wholesale 
prices for milk for liquid consumption. The English Board has a 
form of contract by which such bodies may obtain specified daily 
quantities, to be agreed day by day, on payment of a premium of 
not less than 13d. per gallon. In the main Scottish area sales to 
institutions may be made at a price agreed between buyer and seller, 
but not less than the standard (wholesale) price. The Aberdeen 
scheme provided, during the 1935-36 contract period, for sales to 
hospitals and institutions under the control of local authorities 
at prices not less than 1d. per gallon above the standard (wholesale) 
price, and to institutions supported by voluntary contributions at 
prices not less than the standard (wholesale) price. Under the 
North of Scotland scheme, with a retail price of 2s. per gallon, the 
price to institutions other than charitable institutions in 1935 was 
Is. 6d. or Is. 8d. per gallon according to quantity, and in 1936 
1s. 8d. per gallon. In both years the price to charitable institutions 
which are not rate-aided was 1s. 4d. per gallon. 


Semi-retail prices.—Provision is made under all the schemes for 
the sale of milk to large-scale consumers such as hotels and restaur- 
ants at prices lower than those charged for ordinary retail sales. In 
England no reduction is made on quantities of less than one gallon. 
The retail price may be reduced by 4d. per gallon on quantities over 
one gallon but less than four gallons, and by 6d. per gallon on 
quantities over four gallons but less than ten gallons. Under the 
main Scottish scheme there is a reduction varying from 2d. to 7d. 
per gallon on quantities of more than two gallons, the semi-retail 
price depending upon the quantity purchased and upon whether 
the milk is sold in bulk or in bottle. In the Aberdeen area the 
semi-retail price is 1s. 6d. per gallon and in the North of Scotland 
1s. 8d. per gallon, for lots of not less than two gallons. 


Retail prices.*—Under the English scheme the Board required, 
during the. first contract period, that milk sold by retail should be 
sold at the local ‘‘ prevailing price ’’, and the control of retail prices 
was only partially effective. During the second contract period 





* See Tables 45 and 46 on pages 328 to 333. 
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minimum retail prices were controlled by the Board through a 
clause in the wholesale contract fixing the minimum margin, in 
excess of the wholesale contract price, at which milk could be sold 
by retail. Producer-retailers were required by the terms of their 
licence to observe the same minimum retail prices as other retailers. 
The minimum margin between contract prices and retail prices 
varied during this summer period of six months (April to Septem- 
ber, 1934) from 8d. per gallon in rural areas to 10d. in large towns, 
and minimum retail prices from an average of 1s. 8d. throughout 
the period to an average of 1s. 102d. In the second year (the third 
contract period) minimum retail prices were fixed for different types 
of areas, being lowest in rural areas and small towns and highest in 
large urban areas. Retail prices of milk rose generally during the 
second year, especially in the smaller towns and in rural districts. 


The minimum retail prices prescribed in England and Wales have 
shown seasonal variations, being lower in certain summer months 
than in winter. ‘They have also varied between areas within the 
scheme; thus during the second contract period retail prices in 
the South Hastern region were higher than those in other regions, 
and in the third contract period further differentiation was made 
between different types of local government areas according to 
population. Frices during the latter period (1934-35) varied from a 
yearly average of 1s. 114d. in rural districts and urban districts 
of less than 10,000 inhabitants to 2s. 2d. per gallon in urban districts 
having a population of more than 25,000 (2s. 22d. if in 
the South Eastern region). A new provision was made in the 
1935-36 contract for the sale of milk by retail at the farmhouse door 
at not more than ld. a quart below the price paid for household 
deliveries. 


In the second and following contracts provision was made for 
the reduction of retail prices, with the Board’s consent, in any 
area where the majority of distributors, selling the greater part 
of the milk in that area, requested the Board to reduce the minimum 
price. In consequence retail prices have been reduced in a 
number of towns and villages; but on the other hand, there are 
many places where the retail price charged, especially in the 
winter, has exceeded the minimum fixed by the Board. 


Throughout the three Scottish areas minimum retail prices have 
been fixed since the beginning of the schemes. A flat minimum 
retail price of 2s. per gallon prevailed in the first three contract 
periods of the main Scottish scheme, but the 1935-36 contract 
provided for a reduction in minimum retail prices to 1s. 8d. per 
gallon in May and June, the whole of which represented a reduc- 
tion in the distributive margin. Under the Aberdeen and North 
of Scotland schemes the retail price has been 2s. per gallon 
throughout the year, but the Aberdeen Board has allowed a special 
reduction to 1s. 8d. in some thirty specified rural areas and to Is. 4d. 
per gallon in nine other specified rural areas. More recently the 
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North of Scotland Board has undertaken the retail distribution 
of milk in certain parts of its area at a reduced price of 1s. 8d. 
per gallon. 


(iv) Producers’ Prices. 


Average returns to producers.—The average pool prices received 
by producers from the inception of the schemes until September, 
1985, are shown in the following Table. The averages are 
weighted in each instance for the monthly volume of sales, and 
in the case of England and Wales they represent also a weighted 
average of the regional pool prices :— 


TABLE 6.—WEIGHTED AVERAGE Gross Prices to PRoDUCERS”*. 


Scheme. 1933-34. 1934-35. 





(pence per gallon) 





England and Wales ... sn | 11:83 11:99 

Scotland (main area)... 10:38 10:61 
(10 months) 

Aberdeen and District Mh ae 11:90 


North of Scotland... ae, | a 12°70 


* For details see Table 47 on page 3384. 


Returns to producers under the English scheme and the main 
Scottish scheme are, in general, lower in the summer months 
than in the winter on account both of the lower prices charged 
for milk for liquid consumption and of the higher proportion 
of milk necessarily sold at low prices for manufacture. ‘The returns 
shown for the Aberdeen and North of Scotland schemes are not 
so much affected by the lower prices received for manufacturing 
milk. 

In England the weighted average of returns to producers rose 
during the second year by 0-16d. per gallon. ‘Thus the increaset 
of 1-383d. per gallon in wholesale liquid milk prices in all regions 
except the South Hastern, and of 0-75d. per gallon in the South 
Eastern region, resulted in a much smaller increase in the average 
pool price. This was on account of the increased proportion sold 
for manufacture. 

The figures given for the main Scottish scheme are affected 
by the fact that the first period did not include October or 
November, 1933. These are both winter months, in which pool 
prices are above the average; and the effect of their inclusion 
for the year 1934-35 is to raise the weighted average above that 
for the ten months December, 1933, to September, 1934, by 0-23d. 
If.a comparison is made between the corresponding ten month 


t See Table 48 on page 336. 
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periods of 1933-34 and 1934-35, a slight decline is shown from 
10-38d. to 10-37d. Neither of the other two schemes has been 
operating long enough to enable a similar comparison to be made. 

The regional pool prices in England do not represent the actual 
returns from the sale of milk within each region, because of the 
addition or deduction made through the operation of the inter- 
regional compensation levy. In one month the difference between 
regions was as much as 24d. per gallon, but in accordance with the 
Board’s declared policy it has not averaged more than ld. per 
gallon since February, 1935. 


Margins between wholesale prices and producers’ returns*.—'The 
difference between the wholesale price of milk for liquid consump- 
tion and the pool price, which is frequently referred to as the 
‘* Board’s levy ’’, consists mainly of payments made to equalise the 
prices received for milk sold into the liquid market and for milk 
' sold for manufacturing purposes. In other words, by far the greater 
part of this difference, or ‘‘ levy ’’, is used to enable the Boards to 
pay the pool price on milk sold for manufacture at prices lower than 
the pool price. The amount of the difference thus depends largely 
upon the relative quantities sold for Jiquid consumption and for 
manufacture and the prices realised in the two markets. 


In England the difference between contract prices and producers’ 
prices averaged 1-78d. for the first year and 2-88d. for the second 
year, the increase being due to the rise in liquid milk prices and 
the increase in the quantity of milk sold for manufacture. 


The difference between contract prices and pool prices has been 
wider under the main Scottish scheme, averaging 3.62d. for the 
first ten months of the scheme and 3.39d. per gallon for the follow- 
ing year. Under the Aberdeen and the North of Scotland schemes 
the margins for the year 1934-35 were respectively 2.60d. and 1.84d. 
per gallon. 


Under all the schemes that small part of the difference between 
contract prices and producers’ pool prices which is not used in 
equalisation payments represents the expenses of the Boards in 
administration, publicity and the provision of reserves, and, in 
Kngland, the payment of a bonus to accredited milk producers. 
In England 4d. per gallon on all contract milk sold during each 
month, except May, June, October and November, 1934, and May 
and June, 1985, has been set aside to meet the cost of administration 
and to provide a reserve. During May producers and distributors of 
contract milk each make a contribution of 4d. per gallon to a fund 
for publicity purposes. The Scottish Boards do not separate either 
expenses or publicity levies from the general equalisation payment. 


The actual costs of administration of the English scheme 
amounted to 0.08d. per gallon in the year ended 31st March, 1935, 
and to 0.10d. in the following year. or the same periods the costs 


“ See Table 50 on page 340. 
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under the main Scottish scheme were 0.10d. and 0.11d. respec- 
tively. Administrative costs in the first seventeen months (August, 
1934, to December, 1935) of the Aberdeen scheme amounted to 
0.17d., and for the first fifteen months (October, 1934, to December, 
1935) of the North of Scotland scheme the corresponding figure was 
0.82d. Although it is possible that the figures given have not been 
calculated on exactly the same basis for each scheme, it is plain 
that administrative expenses are at a higher rate per gallon under 
the smaller schemes. 


Levies payable by special classes of producers.—Certain classes 
of producers, such as producer-retailers, who do not receive 
payment for their milk through the Boards are, nevertheless, called 
upon to contribute towards the cost of operating the schemes and 
also to bear some share of the burden of manufacturing milk.* The 
basis of assessment varies under the different schemes, but in each 
case the levy is either a proportion of the contribution by ordinary 
producers or a flat sum per cow per annum. 

In England producer-retailers’ levies averaged for the first year 
1.58d. per gallon, but they increased by nearly 1d. during the 
second year, averaging 2.51d. per gallon.+ Under the main Scottish 
scheme the levy averaged 2.99d. per gallon during the first year ; 
during the second year payment on a cow basis was introduced, and 
the figure of 2.05d. for that year is therefore not entirely compar- 
able. Under the Aberdeen scheme payment has also been on a 
cow basis; it worked out at 0.66d. per gallon in each month from 
the inception of the scheme until September, 19385. Under the 
North of Scotland scheme the levy averaged 0.99d. per gallon during 
the year October, 1934, to September, 1935. 


Under the main Scottish scheme producers of Certified milk 
originally paid the same rate of levy, and were assessed on the same 
basis, as producer-wholesalers and producer-retailers, but by Order§ 
of the Secretary of State for Scotland in July, 1935, the rate of levy 
payable in respect of Certified milk sold as such was changed to 


* The main Scottish scheme provides, in effect, in section 24 (2) thatthe Board 
shall recover from those producers who do not receive payment for their milk 
through the Board “ such contribution as the Board may from time to time 
consider necessary to cover the costs of operating the scheme”. Until July, 
1936, the expression “ costs of operating the scheme” was interpreted as in- 
cluding a sum representing the difference between the actual price received 
by the Board for milk disposed of by it in the manufacturing milk market 
and the price which the Board assumed it would have received if such milk 
had been sold in the liquid milk market; and the Board has from the begin- 
ning calculated its levies on this basis. The effect of the House of Lords’ 
decision of 16th July, 1936, in the case of Ferrier v. Scottish Milk Marketing 
Board appears, however, to be that the expression “ the costs of operating the 
scheme” used in section 24 (2) does not include any such sum, and that the 
Board is, therefore, not entitled to impose on the producers in question 
levies so calculated as to put upon them any part of the cost of equalising the 
returns from the sales of liquid and of manufacturing milk. 

+ See Tables 51 and 52 on pages 341 and 342. +t See Table 52 on page 342. 

§ S.R. & O.. 1935, No. 691. 
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4d. per gallon. Under the powers conferred by the Order, the 
Board also paid a bonus to the producers of Certified milk of an 
amount equal to the excess over 3d. per gallon of the contribution 
paid or payable by them in respect of sales of Certified milk as such 
during the period from Ist May, 1984. Producers of Grade ** A ”’ 
(T.T'.) milk who sell milk to or through the Board are liable for the 
same contribution as that of ordinary producers, or they may 
arrange for the sale of their milk as producer-retailers and producer- 
wholesalers and pay the modified contributions of producers in these 
categories. 


Under the Aberdeen scheme producers of Certified milk pay the 
same rate as producer-retailers. ‘The contributions in respect of 
Grade ‘‘ A’’ (T.'T.) milk, whether sold through the Board or by 
retail, are the same as those for ungraded milk. 


In the North of Scotland area producers of Certified and Grade 
“A”? (D.'T.) milk who sell it as such (whether wholesale or by 
retail) pay contributions at nine-tenths of the rate applicable to sales 
of ordinary milk to or through the Board. Producers of these grades 
of milk who sell it, wholesale or by retail, as ordinary milk pay the 
contributions appropriate, respectively, to wholesale and retail 
sales of ordinary milk. 
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PART IfI.—EFFECTS OF THE SCHEMES. 


In Chapters 5 to 11 of this Part of the Report the effects of the 
milk marketing schemes are examined in some detail from a num- 
ber of different aspects. Chapter 12 provides a summary, in much 
more general terms, of the findings of these Chapters. 


CHAPTER 5.—EFFECTS ON THE GENERAL LEVEL OF 
PRODUCERS’ PRICES. 


The four milk marketing schemes in Great Britain have all been 
devised with the objects of securing the best practicable returns from 
the sale of milk for different uses and of spreading the loss in the 
low-priced market and the profits in the high-priced market among 
producers according to predetermined principles. The price 
arrangements operated by voluntary agreement in large areas of 
England and Wales and of Scotland before the schemes came into 
effect had these same aims; but in the last few years they were 
beginning to break down, largely on account of competition and 
price-cutting from producers and distributors who did not conform 
to the agreements. With the introduction of the schemes the 
principles of these price arrangements were firmly re-established, 
on a statutory footing, and the great majority of producers were 
brought within pooling systems. Consequentiy the position of pro- 
ducers as a whole was greatly strengthened. 


In considering the question of producers’ prices it is important to 
remember that not only the amount, but also the certainty of pay- 
ment, is relevant; an assured price of 114d. a gallon may be worth 
more than an uncertain price, which might prove to be 1s. but 
might equally well be only 1lld. Further, the volume of sales 
ought to be considered as well as the level of prices. 


In this Chapter we seek to compare the general levels of prices 
received by producers before and under the schemes and to indicate 
how far any changes are to be attributed to the operation of the 
schemes. In Chapter 6 we deal with the various pooling systems in 
operation and their effects on the relative positions of various groups 
and types of producers. Changes in the volume of production and 
of sales are discussed in Chapter 7. 


(i) Producers’ Prices in England and Wales. 


For various reasons, no really satisfactory indices of milk pro- 
ducers’ returns are available for the years immediately preceding 
the scheme. As the Grigg Commission pointed out,* the index 
of milk prices calculated by the Ministry of Agriculture and 








* Economic Series No. 38, page 28. 
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Fisheries is ‘‘ hardly adequate as a measure of gross returns from 
the sales of milk by producers generally, or even as an indication of 
changes in the gross returns from milk sold at liquid milk prices 
in the country as a whole.’’ Even before the introduction of the 
scheme this index gave very little weight to sales of milk at manu- 
facturing or accommodation prices; it was an index of the whole- 
sale buylag price of liquid milk in four large towns rather than of 
producers’ average prices. Since the scheme came into operation 
the index has had even less relation to reality as an index of pro- 
ducers’ average prices, because it is based on the contract (i.e. liquid 
milk) price and therefore does not take into account sales of milk 
for manufacture, which are made at much lower prices. For what 
it is worth, a Table of indices of milk and other prices, similar to 
that given in the Grigg Report and covering the first two years of 
the scheme, is set out below, but with the caution that it indicates 
changes in buyers’ prices for liquid milk rather than changes in 
producers’ returas. 


TABLE 7.—InpEx NUMBERS oF Prices oF MILK AND GENERAL INDEX NUMBERS 
or Parioes or AGRICULTURAL PRopucE IN ENGLAND AND WALES IN 
THE CALENDAR YHARS 1930-35. (Base 1911-13=100.) 


























Index number of price of 1930. | 1931. | 1932. | 1933. | 1934. | 1935. 
Milk Nos : es .. | 161 | 147 | 144) 150] 163) 176 
All agricultural produce— 
(a) excluding subsidies... 134 | 120; 112; 107 114 | 117 
(b) including subsidies... -— — 114} 111 119 | 123 
All agricultural produce, other than 
milk— 
(a) excluding subsidies... Bok. Gao | ee LOG 99 | 104] 105 
(6b) including subsidies... vee | — 108 | 103 110 | 112 


A better idea of the changes in producers’ prices can be obtained 
by comparing the average pool prices under the scheme with the 
prices obtainable under the Class II (b) contract of the Permanent 
Joint Milk Committee. The operations of this body and the nature | 
of its various forms of contract are described at length in the Grigg 
Commission’s Report* ; and they are also discussed in the following 
Chapter on page 44. Here it is sufficient to say that the Com- 
mittee drew up annual agreements covering the sale of milk to 
London buyers during the years 1922-33, and that the terms it 
fixed were widely used as a basis for similar agreements in other 
large towns in England and Wales, with adjustments to meet local 
conditions. 





* Heonomic Series No. 38, pages 10-18 and Appendix B. 
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The weighted average gross prices to producers under the 
Class II (b) contract in the two years preceding the scheme may 
be compared with pool prices under the scheme as follows :— 


Class II (b) Contract*. Pool Price. 
1931-32. 1932-33. 1933-34. 1934-35. 
11-20d. 11-64d. 11-83d. 11-99d. 


These figures must be interpreted cautiously. In 1931-32 the 
other contracts, Classes I and II (a), were still being used to some 
extent, and the gross returns under them were from 13d. to 2d. per 
gallon higher than under Class IT (6) ; but in 1932-33 they were little 
used. In both years also very large quantities of milk were sold 
wholesale at lower prices than those of the Permanent Joint Milk 
Committee’s agreements. If allowance were made for these 
points, it is probable that the figure quoted for 1932-33 1s consider- 
ably too high as an index of average gross returns for all supplies, 
while the figure for 1931-32 may be either a little too high or a little 
too low. ‘The pool prices quoted for the scheme years are certainly 
low as indices of gross returns. ‘They cover virtually all wholesale 
sales; but, they do not allow for premiums for level delivery or 
other services or, in the second year, for Accredited milk. If these 
were taken into account, the average gross price for 1933-34 would 
be 12-00d. and for 1934-35 12-18d. per gallon. On the whole it 
seems certain, therefore, that the average gross returns received by 
producers were appreciably higher even in the first year of the 
scheme than in either of the two preceding years. 


The net returns to producers are the gross returns less transport 
charges. ‘The total transport charges on contract milk sold under 
the scheme (including collection charges and costs incurred by 
producers themselves) have been estimated by the Board at 1-71d. 
and 1-83d. per gallon respectively for the first two years of the 
scheme. If allowance is made for the premiums already referred 
to and for transport charges, the average net returns on contract 
milk can, therefore, be estimated at 10-29d. in 1933-34 and 10-35d. 
in 1934-35. No comparable estimates of transport charges are avail- 
able for the pre-scheme period. But there is no reason to suppose 
that actual freight or collection costs have been much affected by 
the scheme, and on the other hand a new form of transport deduc- 
tion (described in the next Chapter) has been imposed under the 
pooling arrangements on milk used for manufacture. On the 
whole, therefore, it seems likely that the average sum in respect of 
transport charges of all kinds paid by producers selling on whole- 
sale contracts has been higher under the scheme than in the years 
before the scheme; in other words, that net returns have not 
increased so much as gross returns. 





* In calculating these prices it has been assumed that, on the average, the monthly 
incidence of producers’ supplies was the same as in the first year under the scheme— 
an assumption which is probably very close to the truth. See page 69. 
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In view of the many gaps in the statistical evidence, it is 1mpos- 
sible to make an exact comparison between the average levels of 
producers’ net returns per gallon under the Hnglish scheme and 
before the scheme. We have no doubt that there has been some 
increase, but we are not in a position to measure it. There was a 
small increase in producers’ gross returns in the second year of the 
scheme as compared with the first, but the increase in net returns 
was smaller still. 

Such increases as have taken place in producers’ net returns since 
the scheme came into operation are, however, not entirely a reflec- 
tion of the increased bargaining power of producers under the scheme. 
The payments made by the Government under the Milk Act, 1934, 
in respect of milk manufactured by the Board and milk sold for 
manufacture have been partly responsible. These payments have 
been made only in respect of the period since Ist April, 1934; they 
therefore extended over only about one-half of the first year, but over 
the whole of the second year. ‘heir effect was to raise producers’ 
returns by an average of 0-14d. per gallon in 1938-34 and 0-29d. 
per gallon in 1934-35; and these amounts are included in the 
weighted average pool prices shown on page 34. 


(ii) Producers’ Prices in Scotland. 


The main Scottish area.—During the first ten months of the 
scheme the weighted average pool price in the main Scottish area 
was 10-38d. per gallon; in the corresponding ten months of the 
following year it was fractionally lower at 10-37d. per gallon ; and in 
the full twelve months of that contract period it was 10-6ld. These 
prices do not, however, take into account the premiums received 
through the Board on account of quality, level delivery and other 
special services, and level production. Some of these premiums 
did not begin to accrue until some months after the beginning of 
the second year. ‘he addition to be made to the average pool price 
on account of these premiums during the contract period 1934-85 in 
order to arrive at the average gross price is about 0-17d. per gallon. 


From this gross price transport charges must be deducted in order 
to arrive at the producers’ average net price. The average haulage 
charge paid by producers selling through the Board in 1935 was 
1-lld. per gallon. The average net price to these producers in 
the year 1934-35 can, therefore, be estimated at approximately 
9.67d. per gallon, i.e. 10-61d. plus 0-17d. and less 1-11d. No 
corresponding data are available for the pre-scheme period ; but the 
following Chapter suggests a number of reasons for ees that 
producers as a whole have gained considerably. 


As in England and Wales, returns to producers from the sale of 
milk have been augmented by the Government advances made under 
the Milk Act, 19384. The payments made to the main Scottish 
Board in respect of milk manufactured by the Board and milk sold 
for manufacture represented the equivalent of an addition of 0.22d. 
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per gallon in 1933-34 and of 0-24d. per gallon in 1934-35 to the 
prices that would otherwise have been payable. Further, the funds 
out of which producers’ prices have been paid in the main Scottish 
area have included compensation payments from the English Board 
to the main Scottish Board in respect of the curtailment of Scottish 
supplies to English markets; but as the amount of this compen- 
sation is calculated by reference to the loss sustained in the manu- 
facture of milk which was previously sold into England, this factor 
is unlikely to have had much effect upon the relationship between 
producers’ returns before and since the scheme came into operation. 


The Aberdeen area.—The average gross pool prices received by 
ordinary producers under the Aberdeen scheme are compared below 
with those obtained in the pre-scheme period under the Aberdeen 
and District Milk Agency, which handled the bulk of the supply 
now controlled by the Aberdeen Board. The period used for this 
comparison is from lst November to 31st October, i.e., the financial 
year of the Agency. 


Average Gross 


Price. 

Pence per gallon. 
1931-32—A gency Ry a ie Ait 11-97 
1932-33—A gency A ty ne 11.389 
1933-34—Agency and Board i 8 ay 11.54 
1934-35—Board ... see wing he 12-01 


The average transport etait to be deducted from these prices is 
estimated at 1d. per gallon under the Agency and $d. under the 
Board. Under the Agency, however, producers could sometimes 
obtain special premiums for level delivery and other services; the 
Board makes no provision for these. Nevertheless, it seems prob- 
able that the average net price received by producers has been 
somewhat higher under the scheme than it was under the Agency 
in the two years immediately preceding the scheme. 

The Government advances under the Milk Act, 1934, in the 
Aberdeen area were only sufficient to raise producers’ prices by an 
average of 0-02d. per gallon in 1933-34 and 0-07d. per gallon in 
1984-35. 


The North of Scotland area.—We are informed that the prices 
payable by distributors to producers in the Inverness district, which 
is the largest centre of consumption, had ranged from 12d. to 14d. 
per gallon, according to season, during 1932 and 1933, but had fallen 
to 104d. during the summer of 1934, immediately before the scheme 
came into force. The average price paid to registered producers 
in 1934-35, the first year of the scheme, was 12-70d. per gallon. 
There has probably been little change in the rate of transport 
charges. In 1934-35 the Government advances under the Milk Act, 
1934, were responsible for raising average prices by approximately 
Q-.1d. per gallon. 
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The evidence is too meagre to permit of any measurement of the 
change in returns to producers, but the probability is that they 
are appreciably higher, as well as more secure, than in the last 
year before the introduction of the scheme. 


CHAPTER 6.—EFFECTS ON PRICES TO DIFFERENT 
CLASSES OF PRODUCERS. 


(i) General. 


Complaints of producers about the operation of the schemes 
chiefly come from those who, in the pre-scheme period, had an 
established position as suppliers of milk to the liquid market. This 
group includes those who had a naturally favoured situation in the 
immediate neighbourhood of towns and those who, although not 
situated near towns, were comparatively well placed for supplying 
milk to the main centres of consumption. The latter were found 
within a wide radius of the consuming centres, in districts well 
served by rail and road transport. In general, such producers—and 
particularly those close to towns—followed a system of more level 
production than producers in the remoter districts, who were more 
concerned with the manufacture of milk products and with stock- 
breeding. In Hngland and Wales this is illustrated by the ditfer- 
ence between the proportions of summer and winter output in the 
various regions (see page 69) ; for example, in the Southern and 
South Eastern regions, where dairy farmers mainly serve the liquid 
milk needs of a densely populated area, there is less difference 
between summer and winter output than in the Far Western and 
North Western regions. ‘There are, of course, large numbers of 
level producers, even in areas where seasonal production is the 
general rule; and by no means all producers supplying the liquid 
market maintain level production. 

The general contention of producers who formerly supplied the 
liquid market is that they are entitled to a higher level of returns 
than others for three reasons; first, on account of the natural 
advantage due to the situation of their farms, secondly because their 
costs are necessarily higher, and thirdly because where level 
production is undertaken it is a special service to the liquid milk 
market which should be adequately rewarded. ‘These claims and 
the counter-claims they have provoked raise wide issues of policy 
which are considered at a later stage. This Chapter is confined to 
an examination of what has actually happened. 


(ii) The Pooling System in England and Wales. 

The English scheme provides for a separate price pool for each 
of the eleven regions into which the country is divided. The income 
of a regional pool consists primarily of the receipts from :— 

(a) contract sales into the liquid market of milk produced 
within the region ; , 
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(b) contract sales for manufacture of milk produced within 
the region (computed at the average manufacturing price for the 
whole country) ; 

(c) the contributions of producer-retailers within the region ; 
and 

(d) transport deductions from producers within the region 
in respect of manufacturing milk. 


After adjustment has been made for premiums earned by indi- 
vidual producers and for administrative expenses, the income of 
each regional pool is divided among producers in the region on a 
per gallon basis. 

If this system had been operated without modification, regional 
differences between producers’ prices would have been determined 
primarily by the proportions of milk sold in each region at liquid 
milk prices and at manufacturing prices; and seasonal variations 
would have depended upon seasonal alterations in these proportions 
and in the prices received for liquid and manufacturing milk. 

T'wo further provisions were, however, made in the scheme 
which were designed to influence regional and seasonal variations in 
producers’ prices. In the first place, it was provided that different — 
levels of buying prices for liquid milk might be fixed for different 
regions. This device was employed during the first year of the 
scheme to secure somewhat higher prices to producers in the South 
Hastern region, but it has not been used during the subsequent 
contract periods. Secondly, provision was made for an ‘“‘ inter- 
regional compensation fund ’’, the purpose of which was to prevent 
unduly large variations between regional pool prices. ‘This fund is 
derived from a uniform levy on each gallon of milk sold for liquid 
consumption. In consequence, the regions selling the largest 
proportions of liquid milk make the largest proportionate contribu- 
tions to the fund. In the allocation of the fund the Board has 
considerable latitude, but in practice it has adopted the method of 
making payments to all regions at a flat rate per gallon of milk 
sold for manufacture. ‘The result is that those regions selling the 
largest proportions of manufacturing milk receive the largest 
proportionate allocations from the fund. 


It is understood that the Board, consisting in the main of repre- 
sentatives of regions having conflicting interests, found some diffi- 
culty in arriving at agreement as to how far inter-regional com- 
pensation should be used to reduce the differences between the 
levels of returns in the different regions*. The regions selling a large 
proportion of milk into the liquid market naturally desired to see 
a low levy; those with a large proportion of manufacturing milk 
wished to increase the levy and so to make returns to all producers 
more nearly equal. In the end a compromise was reached in 





* This difficulty was foreseen by the Grigg Commission, who recommended that 
the Joint Milk Council should be consulted with regard to the inter-regional 
compensation arrangements (Economic Series No. 38, page 129). 
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February, 1935, by which it was agreed, in effect, that the levy 
should be of such amount as would secure that henceforth, over a 
full year, the variation between the maximum regional pool price 
and the minimum regional pool price should not exceed 1d. per 
gallon. The regional pooling system has been operated on this 
basis ever since, and in no single month has there been a difference 
of more than 14d. between the highest and lowest regional pool 
prices. 

The Board is not obliged to pay out each month the whole 
monthly income of the inter-regional compensation fund. During 
the first year some part of the income received during the winter 
was held over and paid out during the following summer, thus 
tending to reduce producers’ returns in winter in the regions selling 
mainly to the liquid market and to raise them in summer in the 
regions supplying most of the manufacturing milk. Since then, 
however, it has been the Board’s policy to spend the income of the 
fund each month. The inter-regional compensation fund is thus 
an instrument which could be used to influence seasonal as well as 
regional variations in producers’ prices. As it is employed by the 
Board at present, however, it affects seasonal variations within 
regions, but not throughout the scheme area regarded as a whole. 

The main control which the Board now exercises over seasonal 
variations in producers’ prices is applied through its power to vary 
monthly liquid milk buying prices. ‘The practice under pre- 
scheme agreements of charging considerably higher prices for milk 
sold for lquid consumption during the winter months has been 
continued, and the number of high-price months was increased in 
the second year from six to eight. 


(ili) Effects of Transport Charges in England and Wales. 


The arrangements made by the Board as regards transport and 
transport charges are described in detail in Appendix III. It is 
necessary, however, to draw attention here to the chief changes 
introduced under the scheme because of their effects on producers’ 
net prices. 

Ihe transport expenses on all milk sold on direct contract for 
liquid consumption are borne by the individual producers concerned, 
as they were before the scheme came into operation, whether the 
producer himself arranges to give delivery or the buyer takes respon- 
sibility for the arrangements and the producer pays him an agreed 
charge. We have no evidence on which to compare the transport 
costs now incurred by producers on such milk with those previously 
incurred, but it is unlikely that the scheme has caused any 
considerable change. 

There have been a number of important changes in connection 
with the transport charges on milk sold to depots or factories. The 
differences are necessitated by the price structure under the 
pooling system. ‘he simplest and most striking change is in 
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respect of milk sold to factories. Before the scheme came into 
being no transport charges were incurred on such milk other than 
the costs of delivery to the factory. Apart from these delivery 
charges, however, the scheme provides that producers shall pay 
to the Board on such milk an additional charge, known as the 
‘‘ special transport deduction ’’. This charge obviously does not 
represent actual transport costs at all, since the milk on which it 
is paid does not leave the factory. It is really a means of prevent- 
ing the returns to producers who sell to local factories from exceed- 
ing those received by producers who supply more distant liquid milk 
markets. If no such charge were made producers supplying 
factories would receive the full pool price less their small delivery 
charges and thus would be better off than similarly situated pro- 
ducers whose milk was consigned over longer distances to the 
liquid milk market. 


9? 


The ‘‘ special transport deduction ’’, then, is a new charge which 
has been imposed on factory supplies in order to secure equity in 
operating the pool, and it must be offset against the higher prices 
that factory suppliers are now obtaining under the pooling system. 
The average special transport deduction made in 1933-34 was 
1-02d. and in 1934-35 was 1-24d. per gallon. 


The method of arriving at the transport charges on milk sold 
to depots supplying the liquid market is more complicated. In the 
year immediately preceding the scheme, supplies to creameries 
(or depots) were most commonly sold on Class If (b) contracts 
under the negotiated agreements. ‘These provided that the producer 
should be paid at manufacturing milk prices for a proportion of 
his sales, the proportion being determined according to formula. On 
this part the producer had no transport charges to pay other than 
delivery charges to the creamery. On the part which was sold at 
liquid milk rates two charges were payable by the producer in 
addition to delivery charges, namely :— 


(1) a sum equal to the railway rate on the milk from the 
creamery to the ultimate destination ; 


(11) a creamery charge, which was supposed to represent an 
allowance for the reduction of transport risks which resulted 
from the milk being handled by the creamery. 


Under the scheme the following changes have been made :— 


(a) All charges for transport on milk suppled to each depot 
are averaged among the group of producers supplying that 
depot. 


(b) While transport charges to the ultimate destination are 
still payable by producers to depot buyers in respect of liquid 
milk, they are payable only on the actual quantities of milk sold 
as liquid and not on a proportion defined by formula. 
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(c) The freight charge probably approximates more nearly to 
the actual railway carriage than under pre-scheme conditions, 
since depots must inform the Board of the actual destinations 
of the milk and adjustments are made for milk which does not 
travel the maximum distance. Incidentally, no allowance is 
made in the charge for any economies due to the bulked 
transport from the depots. 


(d) On all milk which is used for manufacture in depots the 
Board charges depot suppliers at the full ‘* standard freight 
charge ’’ of their respective depots (i.e. the railway charge to 
the furthest destination served by them). This charge made 
by the Board is comparable with the ‘‘ special transport deduc- 
tion ’’ imposed on milk sold to factories and serves the same 
purpose. 


The sum of charges connected with transport now borne by 
producers supplying depots is greater than before the scheme, 
because the imposition of the ‘‘ standard freight charge ’’ on the 
quantities used for manufacture outweighs the gains that may have 
resulted from (b) and (c) above. The sum of charges connected with 
transport (other than collection charges) borne by depot suppliers in 
1934-35 averaged 1-92d. per gallon. Producers supplying depots 
under Class II (b) contracts in 1982-33 appear to have paid about 
lid. per gallon on the average in respect of charges other than 
collection. It is unlikely that collection charges have altered much. 


5) 


The chief changes as regards transport charges that have resulted 
from the scheme may, therefore, be summarised as follows: Direct 
suppliers of liquid milk to towns have been but little affected. 
Direct suppliers to factories now bear a substantial new charge on all 
their sales. Depot suppliers also now bear a similar charge on that 
part of their milk which is used for manufacture, as the result of 
which their average transport charges per gallon have been in- 
creased. It must be remembered, however, first, that the new 
charges do not represent an increase in transport costs but are 
essentially a part of the pooling arrangements; and secondly, that 
in many cases the charges must be offset against the increases in 
average returns to which we refer later in this Chapter. 


(iv) Regional and Local Price Differences in England and Wales. 


The average gross pool prices paid in the various regions for the 
first two years of the scheme are shown in the following Table. It 
is also possible to show for 1934-35 the estimated average of total 
transport charges on sales in each region (including charges paid by 
producers direct, those debited to them by buyers and those im- 
posed by the Board), and thus to indicate the average net returns to 
producers in each region. Similar details are not available for 
1933-34. In the Table the regions are arranged in the order of the 
gross pool prices received in the first year, those with the highest 
prices being placed first. 
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TABLE 8.—AvVERAGE Poot Prices, TRANSPORT CHARGES AND PRODUCERS’ 
Net RETURNS (excluding premiums). 


(Weighted for monthly quantities.) 


Average I Average | Average 
pool i satan pool transport | Average 
Region. price “ale abated price, charge, | net returns 


1933-34, | 1933-34. | 1934-35. | 1934-35. | 1934-35. 








(pence per gallon) 

South Eastern... kee 12-75 0- 12-78 1-15 11-63 
Southern es ie 12-26 0-24 12-50 1-49 11-01 
Eastern Sab a 12-22 0:23 12-45 1-88 10-57 
Northern . a 11-90 0-20 12-107 2-02 10-08 
East Midland ... by 11-89 0-29 12-18} 1-41 10-77 
South Wales ... Stic 11-70 0-36 12-06 2-58 9-48 
North Western she 11-70 0-25 11-95 1-69 10-26 
Mid Western ... ee 11-55 0-04 11-59 2-29 9-30 
West Midland... ren 11-34 0-14 11-487 1-98 9-50 
North Wales ... ee 11-33 0-20 11-53T 2-09 9-44 
Far Western ... ee 11-29 0-10 11-39 2-53 8-86 
Average of 

Regional rates ase Mish 0-19 12-00 1-92 10-08 
Average weighted PY 

Regions... 11-83 0-16 11-99 1-83* 10-167 


t+ Indicates a change of order in the second year. 
* The corresponding figures for 1933-34 are 1-71d. and 10-12d. 


Pool prices.—Pool prices have not varied greatly as between 
the different regions. The difference between the regions having 
respectively the highest pool price (South Eastern) and the lowest 
pool price (Far Western) was 1-46d. in 1933-34, and 1-39d. in 
1934-85. Except in the South Eastern region, there was in no 
case a difference, taking the year as a whole, of more than three- 
fifths of a penny between the pool price of any region and the average 
of the regional pool prices. In the second year all regions obtained 
a higher pool price than in the first year, but the amount of the 
increase varied considerably, being smallest in the South Hastern 
region (which already had the highest pool price) and greatest in 
South Wales. Nevertheless the regions occupied the same order 
as regards the level of their pool prices in both years, except for 
two small changes. On the whole, therefore, there were no 
striking changes in the results of the pool system in the second 
year as compared with the first. 


There is a close connection between the amount of the regional 
pool price and the levelness of production, as might be expected 
from the fact that winter prices for liquid milk are much higher 
than summer prices. The regions having pool prices greater than 
the average have in both years been those in which production is 
most level, namely, the South _Hastern, Southern, Hastern, Hast 
Midland and Northern regions.” 


* See Table 17 on page 69. South Wales provides a slight exception in the second 
year. 
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There is no apparent connection between the relative levels of 
pool prices obtained by the different regions and the amounts by 
which they increased their sales in the second year. Of the five 
regions where sales increased at more than the average rate,” only 
two—the Northern and Eastern—had prices above the average in 
both years; on the other hand, three of the six regions where sales 
increased at less than the average rate had pool prices above the 
average in both years. ‘These facts suggest the importance of local 
conditions, such as costs of production, the value of milk used on 
farms, the profitableness of other branches of farming and the 
value set upon family labour, in determining how producers will vary 
their sales in response to price changes. Such conditions differ 
widely from one region to another ; and there will be corresponding 
differences in the levels of prices which are sufficient in different 
regions to induce producers to increase their sales. 

Within regions, also, there are groups of producers who differ 
widely both as regards their conditions and systems of production 
and as regards the outlets through which, and the prices at which, 
they have been accustomed to dispose of their milk. The influence 
of the same pool prices is likely to be different on each of these 
groups. For example, within regions where production is, on the 
whole, seasonal and pool prices are low, there were some level 
producers before the scheme came into being, and these obtained 
relatively high prices. There were certainly considerable numbers 
of level producers in the Mid Western and West Midland regions, 
which for some time have been important sources of supply for 
the lquid market; and in the Far Western and North Wales 
regions level producers were found near towns. It is producers 
such as these who have fared worst under the scheme. 

A case in point, about which some limited price data are avail- 
able, is that of the producers of the West Riding. Although the 
pool prices of the North Western region have been only slightly 
below the average, the West Riding producers claim to have 
been hard hit because many of them were able, in the years 
before the scheme, to obtain prices even higher than those agreed 
by the Permanent Joint Milk Committee. The actual prices which 
(we are informed) were payable to a number of these producers 
in pre-scheme years are compared below with their pool prices 
under the scheme :— 


Prices for level dairies 
agreed between farmers 


supplying Bradford and Pool prices, 
the Bradford Retailers’ North Western Region. 


Association. 


(pence per gallon) 


1931-32. 1932-33. 1933-34. 1934-35. 
WW inter 9... sh mh 16-5 17-0 13-4 13-8 
Summer ... ae, es 16-0 15-5 10:3 10-4 








* See Table 15 on page 62. 
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Producers in the West Riding who obtained prices such as these 
in the pre-scheme years have certainly suffered severely under the 
scheme, even if they have obtained level delivery, special service 
and Accredited premiums. But it is not known how many producers 
in the West Riding obtained such high prices; and it is doubtful 
whether in any case it would for any lengthy period have been 
possible to maimtain prices at a level so much higher than else- 
where. 


Transport charges and average net prices.—The estimated average 
amounts charged to producers in respect of transport in the different 
regions differ widely, the highest charges in 1934-35 being more 
than 24d. (Far Western and South Wales regions) and the lowest 
less than 14d. (South Eastern region). In each case the figures 
undoubtedly represent an increase on the pre-scheme averages, 
chiefly on account of the transport deductions imposed on manu- 
facturing milk and paid into the pool. ‘These deductions, and 
thus the increases in total transport charges in the various regions 
as compared with the pre-scheme rates, depend mainly upon the 
proportion of milk used for manufacture* and the remoteness of 
depots from their main markets: for it is these two factors which 
determine, respectively, the volume of milk on which transport de- 
ductions are payable to the Board and the rate per gallon of these 
deductions. ‘Thus the average transport charges must have increased 
most heavily in such regions as South Wales and the Far Western, 
which are remote and also sell a large proportion of their output 
for manufacture. The South HKastern region, on the other hand, 
is near its main market and sells only a small proportion for manu- 
facture, so that the Board’s transport deductions cannot have had 
much effect on the average charges borne by producers. 


The last column of Table 8, which gives the average net returns 
in 1934-85 (1.e., the gross pool prices less average transport charges) 
shows that producers’ actual net returns differ widely from region 
to region, the greatest difference being about 2$d. It is important 
to remember that a considerable part of this difference is due to 
the system of transport deductions on manufacturing milk and 
to the different incidence of these deductions in the different regions. 
In other words, the pool prices do not tell the whole story of 
the effects of pooling, especially on producers supplying depots and 
factories ; a part is concealed in the transport deductions. 


(v) Price Differences to Seasonal and Level Producers in 
England and Wales. 


The pre-scheme position.—In order to show the present relations 
between seasonal and level producers in their proper perspective, 
it is worth referring briefly to certain broad changes in successive 
contracts agreed by the Permanent Joint Milk Committee in the 














*See Table 36 on page 317. 
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pre-scheme period*. These reflect important changes in the pro- 
duction and marketing conditions that were already in progress 
before the scheme began. 


In the first seven years of the agreements, the quantity of milk 
for which a producer was paid at the full liquid milk price depended 
on the volume of his sales in certain winter months. This arrange- 
ment was obviously favourable to relatively level producers and un- 
favourable to highly seasonal producers who produced little milk 
in winter. In 1929-30, however, there was an important change 
of principle. A producer was entitled to the full liquid rate on 
a quantity of milk “‘ declared ’’ by him in advance, deductions being 
made for supplies above or below certain permitted margins of 
variation. The change, while not disadvantageous to level pro- 
ducers, benefited seasonal producers, who could now declare some 
quantity between their maximum summer and minimum winter 
supply. In the next year, the Class IL (6) contract was introduced 
as an alternative to the ‘‘ declared quantity ’’ contracts. This 
contract fixed in advance the proportions of every producer’s supply 
that would be paid for at the full hquid price in each month, 
without any relation to whether his supply was level or seasonal. 
Naturally the Class II (6) contract was especially unpopular with 
level producers; for, except in so far as prices for hquid milk 
were higher in the winter than in the summer, level producers 
were placed by this contract on the same footing as seasonal pro- 
ducers. Their position was weakened further by the agreements. 
of 1931-32 and 1932-33, by which the buyer became entitled to 
decide whether he would buy on the Class II (b) contract or on 
one of the “‘ declared quantity ’’ contracts. In 1932-33, the last 
year before the scheme, the great majority of contracts under 
the agreements were on a Class If (6) basis. 


The successive changes in contracts can be attributed primarily 
to the increase in supplies available to buyers, largely because the 
more distant areas were being tapped for supplies. One result of 
the increase was that level delivery became less important to 
buyers. ‘The successive contracts reflect not only a weakening in 
the bargaining position of producers as a whole, but also a steady 
deterioration of the level producer’s position relatively to that 
of the seasonal producer. 


The position under the scheme.— As compared with the ‘‘ declared 
quantity ’’ type of contract, the price system under the scheme 
strengthens the position of seasonal producers and weakens that 
of level producers; but by 1932-33 the ** declared quantity ’’ con- 
tracts were becoming very little used. On the other hand, when 
compared with the Class II (b) contract, which placed all producers 
on the same footing (except in so far as liquid milk prices varied 
from month to month), it seems that the system of regional pooling 
has improved to some extent the position of the more level producer 


* Details of these are given in Appendix B of the Grigg Commission’s Report. 


46 


relatively to that of the seasonal producer. It has made possible 
some differentiation in prices between regions; and though the 
differences have not been great, the system has operated on the 
whole so as to give higher prices to the more level than to the 
more seasonal regions. Moreover, by providing in the contract 
special optional terms for level delivery, the Board has probably 
assisted level producers to obtain some reward for their consistency. 


The more level producers, however, complain that in practice 
they have suffered from the pooling system, because the influx 
of seasonal supplies has greatly increased the burden of manufac- 
turing milk. It is certainly true that the burden of manufacturing 
milk has greatly increased ; but it is probable that, in the absence 
of a scheme, the percentage of manufacturing milk under Class 
IT (6) would have been still further increased by reason of improve- 
ments in transport and changes in marketing conditions that were 
already in progress, with the result that the average price payable 
would have fallen below the 1932-33 level. Moreover, the relatively 
level producers are themselves responsible for some part of the 
increase 1n supplies. 


To make entirely satisfactory comparisons between the returns 
received by level and seasonal producers before and after the scheme 
came into operation would require more detailed price data than 
are available; but the following Table gives some indication of 
the position. It contimues the series of prices given on page 25 
of the Grigg Commission’s Report and shows how the gross returns 
received under the scheme by a producer with a relatively level 
and a producer with a relatively seasonal production compare with 
the returns obtainable by them under the pre-scheme contracts. 
The prices for the scheme period are calculated on the pool prices 
for a seasonal region, the Far Western, which has had the lowest 
pool prices; for a level production region, the South Eastern, 
which has had the highest pool prices; and for the North Western 
region, where both the seasonality of production and the level of 
prices are fairly close to the average for the whole scheme area. 
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The difference between the producer’s average returns on the 
two types of dairy shown in the Table was 0-32d. per gallon in 
1932-33 under the Class IIT (b) contract. In the first year of the 
scheme it was between 0-19d. and 0-28d. in the three regions 
quoted, and in the second year between 0-29d. and 0-30d. In 
other words, the level producer’s average returns from the pool 
improved relatively to those of the seasonal producer in the second 
year, so that the difference between them in 1934-35 was almost 
as great as it had been under the Class II (b) contract in 1932-33. 


Level producers.—The average pool price obtained by a relatively 
level producer, as shown in Table 9, was the same in the North 
Western region in the first year of the scheme as under the 
Class II (b) contract in 1932-33; in the second year it was about 
dd. per gallon better. In the South Eastern region the level pro- 
ducer’s returns were nearly 1d. per gallon better in each year of 
the scheme. But in the Far Western region they were worse by 
+d. in the first year and by about +d. in the second year. 

To make a fair comparison between the average returns received 
by a level producer under the scheme and before the scheme, three 
other factors ought to be taken into account, namely :—(i) that 
some producers still obtained Class I and Class II (a) terms even 
in 1982-33; (ii) that under the scheme some level producers have 
obtained level delivery, special service and Accredited premiums ; 
and (iii) that transport charges have changed. 

The relatively few producers in any region who had obtained 
Class I or Class II (a) terms in 1932-33 would have received 
lower returns in both of the following years unless they had con- 
tracted on a level delivery basis; producers in the South Eastern 
region would still have been somewhat worse off in each year and 
producers in other regions would have been considerably worse off. 
On the other hand, large numbers of level producers received 
level delivery and other premiums in the first two years of the 
scheme. In March, 1935, for example, a level delivery premium 
of $d. per gallon was paid on about 11 per cent. of all sales under 
the scheme. Mamy level producers have also obtained premiums 
for special services and, since May, 19385, for accredited milk. 

On the whole, the information that is available suggests that 
in most regions the majority of level producers have not fared 
badly under the scheme as regards the gross price obtained ; that 
is, their prices have probably been at least as good as, if not 
better than, those in 1932-33. On the other hand, many producers 
who, in 1982-33, were fortunate enough to have Class I or Class 
II (a) contracts, must have received lower prices in the first 
two years of the scheme. But most of them would probably 
have lost their privileged position in any case. 

In the preceding paragraphs the comparisons made are necessarily 
between the gross returns to producers under the scheme and those 
received under the London agreements. It has to be borne in 
mind, on the one hand, that prices under provincial agreements 
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were generally lower than London prices; and on the other, that 
the returns under the scheme are subject on the average to higher 
transport charges. The large number of producers who sell. 
locally or who consign direct to nearby towns for liquid con- 
sumption now receive the same regional price as those selling to 
London, and their transport charges have probably not been appreci- 
ably affected by the scheme. Those selling to factories or through 
depots have also almost invariably secured better prices than for- 
merly, but they have suffered heavier transport charges on account 
of the transport deductions made by the Board on milk sold for 
manufacture. The amount of these deductions, per gallon of all 
milk sold to factories and through depots in 1938-34, was 0.14d. 
for the South Eastern, 0-97d. for the North Western and 1-79d. 
for the Far Western region. ‘The corresponding figures for 1934-35 
were 0-13d., 1-10d. and 1-74d. respectively. These figures give 
some indication of the allowance to be made for changes in transport 
charges in comparing the prices paid to EO and factory suppliers 
before and under the scheme. 


seasonal producers.—As indicated in Table 9, the seasonal pro- 
ducer’s average pool prices in both years of the scheme were higher 
in the South Hastern and North Western regions than the Class 
IIT (b) returns for 1932-33; but in the Far Western region, 
where the pool price was lowest, a slightly lower price was pbtained 
under the scheme than under Class II (b).* A number of factors 
suggest that producers who were seasonal producers at the be- 
ginning of the scheme have done rather better than is indicated 
by the Table. It is fairly certain, in the first place, that they 
have increased their sales much more, proportionately, than level 
producers, particularly in the outlying areas where prices had 
frequently been lower than the contract prices; and the increase 
has been due to a diversion of milk from uses which presumably 
were less remunerative. Secondly, numbers of seasonal producers 
obtained Accredited milk premiums in the second year of the 
scheme. Thirdly, many producers who formerly had a highly 
seasonal production are now producing more level quantities. Level 
production would not usually have been good policy before the 
scheme for producers who had no local liquid milk market and 
who could not obtain contracts under the Permanent Joint Milk 
Committee’s (or similar) agreements; but now the position is 
different, since anyone can obtain the pool prices and these are 
higher in winter than in summer. 

In this connection the variations in the prices paid from month to 
month are of interest. Both before and since the scheme began, 
the prices payable for liquid milk have been higher in winter than in 
summer; the proportion of milk sold as liquid has also been higher 








* Lhe proportion of seasonal producers who obtained Class I and II (a), or similar 
contracts in 1932-33 was probably even smaller than that of level producers who 
did so; and in any case the advantage of such contracts to seasonal producers was 
less than that to level producers. 
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in winter. But there has been some change in the relation between 
monthly prices since the scheme came into effect, as the following 
Table shows :— 


TABLE 10.—MonrTauy VARIATIONS IN PRODUCERS’ PRICES. 


Average pool price 


SMS of all regions* 


Class IT (b) contract. 











(weighted). 
1932-33. 1933-34. 1934-35. 
(pence per gallon) 

October ... ga 13-25 13-5 13-56 
November a 14-35 14-00 13-81 
December Pre 15-20 14°34 14°35 
January... if 15-50 14-01 14-46 
February ee 14-62 13-61 13-99 
March ... xe 11-00 11-99 12-87 
April) if... 56 9-90 10-63 12-06 
MS Veena. ah 9-20 10-01 9-35 
ce sete of 9-20 10-24 9-54 
ouly - 9-90 10-51 9-84 
August ... ay 9-90 10-76 10-01 
September xE 11-00 10-77 12-74 








* The monthly prices for the individual regions are given in Table 48, on page 336. 


The average monthly pool prices paid under the scheme in each 
year have been lower in the four months from November to February 
and higher in seven of the remaining months than the prices paid 
under the Class II (b) contract in 1932-33. On the whole, pool 
prices under the scheme have varied less throughout the year than 
the prices received by producers contracting under Class II (b) in 
1932-33. 

It appears from these figures that those producers whose produc- 
tion is highly seasonal, being concentrated almost entirely in the 
summer months, have obtained the largest increase in prices under 
the scheme. Such producers consist mainly of those who have good 
grazing facilities and whose milk output—at least in pre-scheme days 
—was used largely for manufacture or feeding young stock. Those 
who had contracts under Class II (b) in 1932-38 must have gained 
appreciably as a result of the higher summer prices, especially in the 
first year of the scheme; and those who previously did not sell at 
all, but used their milk on the farm, are now selling milk pre- 
sumably because the prices obtainable are relatively attractive to 
them. 

The pool prices received by seasonal producers are, of course, 
subject to transport charges. On the whole, transport charges have 
probably increased more for seasonal producers than for level pro- 
ducers, since a larger proportion of their milk is used for manufacture 
and therefore incurs the special deductions imposed by the Board. 
It is not possible to indicate how far such additional transport 
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charges offset the gains that these producers, as a body, have made 
in their average gross prices. 


Producer-retailers.—On the whole, producer-retailers may be re- 
garded as a special group of level producers, though many who 
have only small retail rounds and dispose of the greater part of their 
supplies through the Board may not maintain very level production. 


The returns of producer-retailers depend immediately on the 
retail price rather than on the wholesale price of milk. Though the 
general tendency has been for retail prices to rise, the amount of 
the increase has not been the same in all parts of the country (see 
Chapter 8). While, therefore, the gross returns of producer-retailers 
have increased, it is difficult to say how far, on the average, the 
increase has been offset by the contributions payable to the Board. 
Some producer-retailers in Hngland and Wales are no doubt better 
off and others worse off under the scheme; but regarding them as a 
body, they have gained a larger measure of stability. The position 
of producer-retailers is discussed in some detail in Chapter 16. 


(vi) The Pooling System under the Main Scottish Scheme. 


The main Scottish scheme provides for a single pool. As under 
the English scheme, the income consists primarily of the receipts 
from four sources, namely :— 

(a) contract sales of liquid milk; 

(b) contract sales of manufacturing milk and the amount 
credited to the pool for milk used in the Board’s own factories ; 

(c) contributions from  producer-retailers and  producer- 
wholesalers ; 

(d) profits from the haulage fund. 


From this pool there is allocated to individual producers any sums 
in excess of the standard price that may be realised on the sale of 
their milk on account of quality, level delivery or other special 
services. After provision has been made for administrative ex- 
penses and reserves, the balance is distributed among producers at 
the end of each month in proportion to the quantities of milk sold 
wholesale by them during the month. 


The Scottish scheme makes no provision for regional differentia- 
tion of prices such as is found in the English scheme. A form of 
differentiation having much the same effect, however, has been 
introduced as a result of amendments to the scheme that are 
described below. 


~The Board is able to influence the seasonal level of producers’ 
prices chiefly through its powers to fix monthly liquid milk buying 
prices; but under the amendments a direct incentive is given to 
level production by means of special premiums. 
The transport arrangements are radically different from those of 
the English scheme. A scale of transport charges is prescribed by 
the Board, the charge payable by each producer being determined 
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by his road distance from the nearest of a number of specified 
haulage centres, regardless of where his milk is actually sent. 

There are considerable profits from the haulage arrangements, 
and these are paid into the general pool. This means that in 
Scotland, as in England, the average of the transport charges paid 
by producers includes an element which does not represent transport 
costs and for which allowance must be made in considering the 
levels of pool prices received by producers. 


The amendments to the scheme.—The effects of the scheme, 
through the single pool, on producers who had formerly concen- 
trated on supplying the liquid milk market were the subject of 
complaint by the East of Scotland Milk Producers’ Federation™ 
early in 1934, and the matter was referred by the Secretary of State 
for Scotland to the Committee of Investigation. The negotiations 
which followed are described briefly in the Report (for 1934) on 
Agricultural Marketing Schemes+ and need not be recapitulated 
here. As a result of the consideration of the findings of the 
Committee of Investigation and of conferences with representatives 
of the parties interested, Orderst were made by the Secretary of 
State in December, 1934, the effect of which was to make adjust- 
ments in the scheme, for a period of one year, providing for— 

(1) a seasonal variation in the price payable to the Board for 
milk for liquid consumption, so as to increase the income of 
the pool in winter months at the expense of summer months 
and thus to give higher returns to producers in winter than 
in summer ; 

(11) a special premium of $d. per gallon on milk sold by pro- 
ducers who contracted not to sell to or through the agency of 
the Board in any month a quantity exceeding by more than 
10 per cent. the quantity so sold in December, 19838 ; 

(i) the addition of 12 more haulage centres, all in the 
Hast of Scotland area, to the three (Glasgow, Edinburgh and 
Dundee) mentioned in the scheme; and 

(iv) the determination of the levy on certain producer- 
retailers and producer-wholesalers on the basis of the number 
of cows in their possession at‘rates which represented a reduc- 
tion in the levy. 

The effects of these amendments were to increase the pool price for 
each winter month at the expense of summer months; to add, out 
of the general fund, to the returns of level producers who did not 
increase their output ; to reduce the average haulage charge payable 
by producers in the Hast of Scotland; and to reduce the levy pay- 
able§ by producer-retailers and producer-wholesalers, particularly 
those who sold no milk to or through the Board. They were, there- 
fore, all designed to assist particularly the level producers specialising 
in production for the liquid milk market, who are concentrated 
mainly in the eastern counties comprised within the area of the 





* See footnote on page 65. 

+ Cmd. 4913. 

t S.R. & O., 1934, No. 1437, and S.R. & O., 1934, No. 1488. 
§ But see first footnote on page 30. 
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scheme. ‘These amendments were, in substance, continued in force 
by a further Order* of the Secretary of State for Scotland after 
the end of 1935; but certain producers paying on the per cow basis 
were given an option of reverting to payment on a per gallon basis; 
and the seasonal variations in the standard price of liquid milk 
were determined by the Board. 


(vii) Local Differences in Producers’ Prices under the Main 
Scottish Scheme. 


The single price pool under the main Scottish scheme has un- 
doubtedly benefited producers in the West of the area, as a group, 
more than producers in the East. This is due primarily to the 
fact that producers in the West have a more seasonal output, on 
the average, than those in the Kast. Before the scheme was intro- 
duced they could only obtain very low prices for part of their summer 
output. Further, in spite of the growing mobility of supplies in 
recent years, prices even of milk for liquid consumption had tended 
to be rather higher in the East than in the West. Producers in the 
West now obtain for all their output the pool prices applicable 
to the scheme area as a whole. 

Nevertheless there have been a number of factors operating under 
the scheme—especially since the amendments took éffect—which 
tend to preserve some differentiation in the average net prices 
received by producers in the East and in the West. 

In the first place, since there is a much larger proportion of level 
producers in the Hast, additions to the pool prices in the form of 
premiums for level production and level delivery are more common 
in the East than in the West. Secondly, there is a greater pro- 
portion of producer-retailers, whose contribution to the pool, made 
on a cow basis, worked out at a lower average rate per gallon than 
that of other liquid milk suppliers. ‘Thirdly, producers in the Hast 
benefit to a greater extent than those in the West from the higher 
pool prices paid in winter, since their production is, on the whole, 
more level. 

The East also benefits considerably as compared with the West 
under the present transport arrangements. This point is illustrated 
in the following Table :— 


TABLE 11.—OprERaATION OF THE HAULAGE FUND UNDER THE MAIN 
ScoTrrisH SCHEME IN THE Monts oF Junz, 1935. 




















vain Expenditure Surplus 
es Oia of Board or 
8 on transport.| deficit. 
charges. 
: £ £ £ 
ee tae Sas 3,930 4,017 — 87 
West... koe 41,167 28,311 + 12,856 
Scheme area ... | 45,097 32,328 --+ 12,769 





* §.R. & O., 1935, No. 1246. 
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The month of June, 1985, has been taken at random to provide 
this illustration. Corresponding figures for a winter month, 
January, 1935, show much the same relationship between transport 
charges and actual costs in these two areas. ‘These figures show 
that there is a substantial profit on the haulage fund as a whole. But 
they show also that, while producers in the East contribute almost 
exactly the sum required to pay the actual cost of transporting their 
milk, producers in the West contribute considerably more. In fact 
they pay an average of some 3d. per gallon more than the actual cost. 


The profit on the transport charges made on producers in the 
West is accounted for in part by the fact that, while they con- 
tribute at a rate determined by their distance from the nearest 
haulage centre, a relatively large proportion of their milk goes into 
manufacture locally and does not incur heavy transport costs. In 
this respect the differentiation in transport charges as between Hast 
and West is comparable with that which results from the transport 
deductions made on manufacturing milk under the English scheme. 
Under each scheme the object is to prevent the net returns on 
manufacturing milk from exceeding those on liquid milk. 

But, apart from this, there are fourteen haulage centres in the 
East and only one in the West, and the effect is to reduce the 
average haulage charge payable by producers in the Hast as com- 
pared with that of producers in the West. The average standard 
haulage rate in June, 19385, was 1-19d. for farms in the West and 
0-77d. for farms in the Kast. This element of differentiation is not 
found in the transport charges in England. It represents, in fact, 
a means of securing regional differentiation in producers’ prices 
comparable with that secured under the English scheme by the more 
direct means of the regional pooling system. 


The transport charge system and the other factors enumerated 
above undoubtedly make for a substantial differentiation in the 
average net returns received by producers in the West as compared 
with those in the Hast. We have not attempted to assess the 
actual amount of this differentiation, but it is evident that pro- 
ducers in the Hast have benefited considerably as the result of the 
amendments to the scheme. We are, however, of opinion that 
the differentiation between East and West has not borne over- 
harshly upon producers in the West considered as a body. 


(viii) Price Differences to Seasonal and Level Producers under the 
Main Scottish Scheme. 


The available data do not admit of an exact comparison of prices 
received by level and seasonal producers under the scheme with 
those they obtained previously. But some light is thrown on the 
subject by the comparison between scheme prices and prices under 
the Scottish Milk Agency made in the following Table, though it 
should be noted that by 1982-33 the Agency had lost much of its 
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earlier influence and many of its supporters and that probably many 
producers selling on individual contracts outside the Agency were: 
able to get better prices. 


TABLE 12.—Propvucrrs’ Prices anp Liguip MitK Buyina PRICES UNDER THE 


Scottiso Mink AGENCY anp Poot PRIcES UNDER THE MAIN ScorrisH SCHEME. 





Scottish Milk 


Scottish Milk Agency. Marketing Scheme. 











Month. — 1932-33. 1933-34. 1934-35. 








ae Pool price to 
= hy an producers in Pool price. Pool price. 


Glasgow area. 








(pence per gallon) 








November ae 14 10 _ 12-75 
December a 14. 10-50 12-00 13-00 
January D 14 10-25 12-00 13-00 
February Ly 10 8-25 12-00 12-50 
March ... a 10 7:00 11-00 11-25 
April... aes 10 5:25 10-00 9-75 
May ss Ape 10 5:75 9-00 8-75 
June... ae 10 5:25 9-00 8-50 
oye ee ve hi 10 5-75 9-75 8-50 
August ... ir 10 6-25 10-50 10:00 
September ae 10 8-00 11-00 11-25 
October... ra 10 10-50 11-50 12-00 











It is evident, in the first place, that producers who contracted 
under the Scottish Milk Agency have obtained higher gross prices 
in every month under the scheme than they obtained in the corre- 
sponding months of 1932-33. The smallest difference in any month 
is ld. and the greatest is 4¢d. Moreover, the increases are so great 
that they easily outweigh the somewhat higher average transport 
charges borne by producers under the scheme ; in other words, there 
has been a considerable increase in net prices to producers who 
contracted under the Agency in 1932-33. 

Secondly, the increase has been much the most marked in the 
months of flush production. Seasonal producers have, therefore, 
gained most in comparison with the prices obtained under the 
Agency. 3 | 

In addition to the members of the Agency, who by 1932-33 formed 
a comparatively small proportion of producers and were confined 
to the West, it is probable that most other producers have also 
gained under the scheme. Apart from producer-retailers and pro- 
ducers who retained their milk for use on the farm, such producers 
previously made individual contracts with distributors. Only pro- 
ducers whose sales were very level can have obtained prices in 
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1932-33 for all their milk as high as those paid to the Agency by dis- 
tributors for liquid milk supplies. But even this most favourably 
situated group of producers would only have obtained an average 
price for the whole year of about 11d. per gallon; and in 1934-35 
under the scheme they would have obtained an average pool price 
of about one-tenth of a penny less. Further, a number of level pro- 
ducers have obtained under the scheme the premium of 3d. per 
gallon for level production. Since average transport charges for 
level producers are not likely to have increased much, it seems 
certain that, as a group, they have obtained higher net returns under 
the scheme than in the year before it, though some of them, more 
especially the town cow-keepers, have probably fared worse. 

The prices obtained by the more seasonal producers outside the 
Agency are likely to have been closer to the Agency’s pool prices 
than to the rates agreed by it for the sale of liquid milk only. 
Such producers must, therefore, have gained considerably as a 
result of the scheme. Further, those producers—mainly seasonal— 
who formerly used their milk on farms and who have begun to sell 
under the scheme presumably have done so hecause of the greater 
financial inducements as well as the greater convenience. 

It will be seen from Table 12 that the pool prices in the second 
year of the scheme were higher in autumn and winter and lower 
in spring and summer than in the first year. These changes were 
due chiefly to the Secretary of State’s amendment, as a result 
of which liquid milk buyrag prices were adjusted in the second 
year of the scheme, being raised by 1d. from November to January 
inclusive and lowered by 1d. in the four months April to July 
inclusive. The effect was to benefit level producers at the expense of 
seasonal producers. 

Producer-retailers have probably been least orang it affected 
by the scheme. The retail price of liquid milk immediately before 
the scheme was not depressed to the same extent as producers’ 
prices, and producer-retailers were benefiting, in common with 
other distributors, from the high distributive margin. Under the 
scheme this margin has been reduced as a result of an increase 
in the wholesale liquid milk price and, in the Hast, a decrease 
in the retail price. Moreover, until the recent decision of the House 
of Lords, producer-retailers, in common with all other producers 
have been required to make contributions to the pool in accordance 
with what we believe to have been the intention of the promoters 
of the scheme. As an offset to these disadvantages, producer- 
retailers are protected from the price-cutting which had already 
begun before the scheme came into force and which might easily 
have become serious. Furthermore, they are able to dispose of their 
surplus milk to or through the Board. 

The general effects of the scheme on returns to level and seasonal 
producers appear to be that seasonal producers have gained very 
considerably on the whole, although they lost slightly in the 
second year of the scheme as compared with the first, and that 
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level producers selling wholesale have probably gained to some 
extent, especially in the second year of the scheme. ‘Those pro- 
ducers who are most lkely to have lost, on the average, are 
producer-retailers. 


(ix) Price Effects under the Aberdeen and North of Scotland 
schemes. 


The income of the price pool under each of the two smaller 
schemes in Scotland consists primarily of the proceeds of sales 
of milk for liquid consumption and manufacture (including an allow- 
ance for the value of milk manufactured by, or on behalf of, 
the Boards), together with the contributions of producer- 
retailers. Under the “‘ basic quantity ’’ system-.operated in each 
area, the method of distribution of the income is that each producer 
is first credited with the full quid milk buying price for the month 
on his basic quantity and with the actual realisation price of the 
remainder. He is then debited with the levy necessary to cover (a) 
administrative expenses and (b) the difference between the actual 
realisations on all basic quantity milk and the amount credited 
to producers for it, which is due to the fact that aggregate basic 
quantities exceed aggregate sales of liquid milk. The levy on each 
producer for these purposes is proportionate to his basic quantity. 
The resulting price is comparable with the pool price under the 
two main schemes, except that it is a composite price which varies 
from producer to producer according to the proportion that his 
basic quota bears to his total sales. Neither scheme includes any 
provision for regional differentiation of producers’ prices. In both 
schemes transport is an individual charge upon producers. 

The basic quantities allocated to producers are at present based 
on winter sales at the beginning of the schemes; and although the 
Boards have powers to revise them, we understand that there is no 
present intention of doing so. In consequence the more seasonal 
producers under these schemes are handicapped as compared with 
similar producers in Hngland and Wales, in that they cannot, 
by becoming level producers, gain the advantages enjoyed by those 
who were already level producers at the outset of the schemes. 
The Aberdeen Milk Agency (the predecessor of the present Aberdeen 
Board) afforded individual producers the opportunity to increase 
their quotas on application to the Agency. 

Under the main schemes the wholesale price of liquid milk is 
generally lower in summer than in winter, to the disadvantage 
of seasonal producers: but that has not always been the case in 
Aberdeen and the North of Scotland. Under the Aberdeen scheme, 
however, the contribution to the pool is higher in summer. Under 
the Aberdeen Milk Agency the price payable on basic quantities 
was the same throughout the year. 

No monthly figures of average returns to producers are available 
for the pre-scheme period. The monthly average prices paid under 
the schemes are given in Table 47, on page 334. ‘These are, 
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of course, averages of the different prices paid to individual pro- 
ducers: the more seasonal producers obtained lower prices, and 
the more level producers higher prices, than those shown. Urader 
the current price scale of the Aberdeen scheme, level producers 
have gained, and the more seasonal producers have lost, by the 
raising of the liquid milk price in August, October, November and 
December, and the lowering of it in May. Under the North 
of Scotland scheme the liquid milk price has been raised more 
in summer than in winter by the adoption of a uniform price 
throughout the year. 


CHAPTER 7.—EFFECTS ON PRODUCTION AND SALES. 
(i) The General Position. 


It has frequently been suggested, both in evidence before the 
Commission and elsewhere, that milk production has increased 
rapidly as a result of the schemes. This view is no doubt based 
largely on the statistics of sales of milk under the two larger 
schemes, which certainly show a very rapid increase. But it must 
not be assumed that production has increased to the same extent. 

The volume of production depends on the size of the cow popula- 
tion and the yield per cow. The following Table shows the 
annual change during the last five years in the number of cows 
in England and Wales and in the area of the main Scottish 
scheme.* 


TABLE 13.—ANNUAL CHANGE IN THE Cow POPULATION.+ 


i 














In England and Wales. In the main Scottish area. 
As at June 4th. 
Base, Variation on Base, Variation on 
1930= 100. previous year. 1930=100. | previous year. 
Per cent. Per cent. 
LOST ae bs 101-8 +1-8 100-2 +0-2 
LOS 2 heads eee | 106-3 +4-4 102-5 +2°3 
1033 svetes vl 109-3 42-8 106-4 +3°7 
1934S a ie 111-0 +1-6 108-4 +1-9 
LUSDine ic 112-6 +1-4 109-6 +1-1 
| 





ft ie., cows and heifers in milk and cows in calf, according to official returns; 
heifers in calf are not included. 

The provisional estimates of the cow population for 1936 show that there has 
been a further decline in the rate of increase in England and Wales to 0°6 per cent. 
and in the main Scottish area to 0°4 per cent. 


* The two smaller schemes in Scotland have not yet been in operation for two 
complete years. The bulk of the dairy herd in Scotland is in the area of the main 
Scottish scheme, and it is there that the most important changes are likely to have 

taken place. The figures include the whole of Argyll, although actually a part of 
that county is outside the scheme area. 
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The increase that was taking place in the dairy herds before the 
schemes came into force continued in the two succeeding years; 
but the rate of increase was much slower both in England and 
Wales and in Scotland. These figures do not suggest that the 
schemes have tended to accelerate the increase of production, 
though it 1s possible that without them the rate of expansion in 
1934 and 1935 would have been even slower. 


Official estimates of the net milk yield are made at the periodic 
censuses of agricultural production.* At the last census in England 
and Wales, for 1980-31, the estimated annual average net yield 
per cow was 11-1 per cent. higher than the estimate made in 
1924-25, which implies an average annual increase in the net yield 
during this period of nearly 2 per cent. The average annual 
increase in the gross yield also was probably of about the same 
amount. It may be assumed that since 1930-31 there has been 
some further increase in the average yield. 


Total sales in England and Wales ia the second year of the 
scheme were 16-1 per cent. greater than those in the first year. t 
The cow population, however, increased by only 1:4 per cent. 
Unless, therefore, the gross yield per cow increased enormously 
between 1934 and 1935, it is impossible to attribute the increase 
in sales primarily to an increase in production. 


The more probable explanation is that the increase in sales 
recorded under the scheme was chiefly due to a change in pro- 
ducers’ methods of disposing of their output. From the evidence 
submitted to us, and from the statistics of sales and contracts 
in different regions (which are discussed below), it may be inferred 
that there has been a considerable decline in the manufacture of 
butter, cheese and cream on farms (see Chapter 10); and it 
has been suggested to us that in some cases there has been a 
reduction in the quaatities of whole milk fed to stock. Although 
the low prices of milk products and of store and fat cattle have 
certainly contributed towards this change in methods of disposal, 
there can be no doubt that the security of the milk market, the 
relatively high level of returns and the regularity of returns ensured 
by the schemes have had a very strong influence. In brief, many 
producers have found it more advantageous to sell milk off farms 
and obtain the pool price for it than to utilise it on the farm. 








* The “net milk yield” includes milk sold off farms, milk used for manufacture 
on farms and milk consumed in farm households or by farm servants, but not milk 
used for stock-feeding. 


+ See Table 30 on page 307. 


t A part of the increase in sales recorded under the English scheme in the second 
year is due to the inclusion of the output of small producer-retailers who were 
exempt in the first year. But if allowance were made for this, the percentage 
increase quoted above for sales recorded under the scheme would only require very 
slight alteration. 
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In Scotland the increases in sales have been much less striking.* 
Total sales increased under the main Scottish scheme by 7-7 per 
cent. in the second twelve months of the scheme as compared with 
the first.t Data covering two complete years are not yet available 
for the two Northern areas, but the increase in total sales for the 
six months period October, 1985, to March, 1936, as compared 
with the same period in 1934-85, was 6-6 per cent. under the 
Aberdeen scheme and 5-38 per cent. under the North of Scotland 
scheme. There has been a swing from the utilisation of milk 
on farms in Scotland, as in England and Wales. But since farm 
manufacture was already less common in Scotland, the effect of the 
change on the volume of marketed supplies has not been so pro- 
nounced as in England and Wales. The cow population also 
increased less in 1935 as compared with 1934 than in England and 


Wales. 


To sum up, the available data suggest that the production of — 
milk has continued to increase throughout Great Britain since 
the schemes came into effect. The statistics of cow population 
suggest that the rate of increase has diminished, but this may have 
been offset by an increase in yield. In any case it is unlikely that 
any increase in production that is directly attributable to theschemes 
would account for more than a small part of the considerable 
increase in wholesale sales recorded under the schemes. On the 
other hand, it is probable that the considerable increase in sales 
is attributable largely, though not entirely, to the influence of the 
schemes. 


(ii) Changes in Supply Areas. 


One of the chief complaints which we have had to consider in 
respect of the English and the main Scottish schemes is that they 
have both tended to favour certain areas at the expense of others. 
The statistics of cow population and of sales in different areas 
provide some indication of how far changes in the areas of pro- 
duction and of sources of marketed supplies have already occurred 
or are in progress. ‘These statistics are given in detail in the 
statistical Appendix, but for convenience percentage variations are 
quoted in the Tables shown in this Chapter. 


Changes in England and Wales.—The changes that have taken 
place in the cow population and in total sales{ in the regions of 
England and Wales are shown in the following Table. The regions 
are arranged according to the rate of increase in their sales. 





* See Table 32 on page 310. 

+t Sales in the period December, 1934, to November, 1935, would probably have 
been greater if the summer had not been exceptionally dry ; on the other hand, 
a considerable quantity of milk was sold outside the scheme, under pre-existing 
contracts, during the months December, 1933, to March, 1934. 


t See Tables 36 and 53 on pages 317 and 344. 
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TABLE 14.—CHANGES IN Cow POPULATION AND IN SALES IN THE REGIONS OF 
ENGLAND AND WALES. 





Total sales 


Cow population. under scheme.* 




















Region. Variation for 
three-year Variation, Variation, Variation, 
interval, 1934 1935 1934-1935 
1933 1933. 1934. 1933-1934. 
1930. 
Per cent. Per cent. Per cent. Per cent. 
Far Western ... + 7:3 +1:-7 —O0:5 +46 
South Wales... + 3:9 +1-4 +1-0 +31 
Northern sa +11-2 +2-4 +3°8 +25 
North Wales... + 6-2 —0:9 —0:3 +22 
Eastern... ag +12-9 —0:7 +1-6 +19 
East Midland ... +12-4 +2-0 —0:1 +15 
West Midland ... +10-2 +1°3 +0°5 sie: 
Mid Western ... + 8:5 +2-1 +1:3 +14 
North Western... 7 <2 +1-3 Sy +14 
Southern ele +12-2 +4:8 +1-1 +13 
South Eastern ... +13-7 +1:-9 —0:4 -+- 8 
All Regions... + 9-3 +1-6 +1-4 +16 











* Including sales by licensed producer-retailers and milk sold under farm cheese 
makers’ contracts, as well as sales under ordinary wholesale contracts. 

The statistics of the cow population show that in the following 
seven regions the number of cows either increased more slowly in 
the second year than in the first year of the scheme or actually 
decreased in the second year after having increased in the first :— 
Far Western, South Wales, West Midland, Mid Western, Hast 
Midland, Southern and South Eastern regions. These regions cover 
the whole of the south and the midlands. In the North Western, 
Northern, North Wales and Eastern regions the changes were in 
the opposite direction ; but only in two regions, the Northern and 
North Western, was there not only an increase in both years, but 
actually a greater increase in the second year of the scheme than 
in the first. It would be unsafe, however, to assume that these 
changes are primarily due to the scheme. ‘The figures are of more 
significance as showing that there was little, if any, connection 
between the variations in cow population and in sales. For example, 
the Far Western region, with the largest increase in sales, showed 
a decrease in the cow population in the second year; and in one of 
the two regions where the cow population increased most in the 
second year (the North Western region) sales increased at less than 
the average rate. + 

+ The provisional estimates of the cow population for 1936 indicate that in 
several of the regions the tendencies of the preceding two years have not been 
maintained. For example, in the Eastern Region there was a decrease of 1-9 
per cent. in the cow population; the rate of increase declined in the Northern 
Region; and in the Far Western and Hast Midland Regions there was an in- 
crease more than sufficient to offset the decrease of the preceding year. The 
only region to show a decrease both in 1935 and in 1936 was the South East- 
ern, where the cow population declined by 1-0 per cent. in 1936 as compared 


with 1935. 
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Sales increased in all regions in the second year of the scheme. 
The increase was greatest in the most outlying regions, namely the 
Far Western, Northern and North and South Wales regions. Much 
the smallest increase was in the South Hastern region, which 
surrounds London, while in the six regions lying geographically 
between the South Eastern and the four most outlying regions 
sales increased at rates not differing greatly from the average rate 
of increase for England and Wales as a whole. It appears, there- 
fore, that, simultaneously with the general increase in the marketed 
supplies of milk under the scheme, there has been a change in the 
relative importance of the areas of supply. Broadly speaking, regions 
have gained in importance as suppliers of milk according to their 
remoteness from London. 

These statistics showing the changes in the volume of sales in the 
various regions strongly support the view that the increase in sales 
is due mainly to a change-over from farm manufacture or utilisation. 
The increase in sales has been greatest in regions where the amount 
of milk sold per cow was, and still is, relatively low in proportion 
to the number of dairy cows. The following Table will help to 
illustrate this and a number of other points :— 


TABLE 15.—CHANGES IN VOLUME OF SALES AND NUMBERS OF CONTRACTS IN THE 
REGIONS OF ENGLAND AND WALES. 
































Total sales Contract sales | Number of 
under scheme. Tat elassies off farms.f | contracts.t 
Region. Variation, encod Variation, | Variation, 
1934-35 in 1934-35. * 1934-35 1934-35 
1933-34. 1933-34. 1933-34. 
Per cent. Gallons. Per cent. Per cent. 
Far Western... Agi +46 220 +52 +49 
South Wales... Se +31 213 +36 +22 
Northern ... tes +25 259 +31 +21 
North Wales... a +22 180 +33 +20 
Eastern as a +19 296 +22 +1] 
Aggregate of “ High 
Increase ”’ Group of 
Regions... Sat +28 238 +34 +27 
East Midland ee +15 404 +17 + 2 
West Midland a +14 334 +17 4+ 4 
Mid Western... ad +14 514. +15 + 3 
North Western an +14 463 +19 + 6 
Southern... ee +13 461 +14 + 4 
South Eastern aa + 8 471 + 9 — 1 
Aggregate of “ Low 
Increase ”’ Group of 
Regions ... Sn +13 448 +16 | + 4 








* These figures are obtained by dividing the totals of sales under the scheme by 
the official figures for the totals of cows and heifers in milk and cows in calf. Since 
** total sales’? do not include milk sold by exempted producers or milk used on the 
farm, except under farm cheese makers’ contracts, this column does not give an 
index of production per cow. + Excluding farm cheese makers’ contracts. 
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In the first place, it will be seen that in the five regions which 
increased their total sales at more than the rate for the whole area 
(16 per cent.—see ‘Table 14) the sales per cow averaged little more 
than half those in the other group; and that in each one of these 
five regions the sales per cow were considerably lower than in any 
region of the other group. The explanation, no doubt, is that the 
first group of regions includes the chief areas specialising in live- 
stock breeding and rearing, in which large quantities of milk are 
retained for feeding purposes, and also large areas where the farm 
manufacture of butter and cream has been a relatively important 
branch of dairying. Thus the Far Western and North and South 
Wales regions, where contract sales increased most rapidly, are all 
regions where farm butter making (and in the Far Western region 
cream making) have been very commonly practised. In all these 
regions also stock breeding and stock rearing are fairly important. 
In the Northern region stock breeding and stock rearing are pre- 
dominant, and in some parts butter making has been customary. 
In the Eastern region breeding is not important, but farm butter 
making has been fairly common. On the other hand, in the six 
regions where sales increased relatively slowly, the production of 
milk for sale under wholesale contracts was a far more important 
branch of farming than in the group of regions just mentioned. 

Secondly, the increase in total sales was not due to increases in 
retail sales by producer-retailers or to sales under farm cheese 
makers’ contracts, but almost entirely to increases in sales off 
farms under wholesale contracts. ‘This is evident from Table 36 
which shows the volume of milk sold by producer-retailers and 
under farm cheese makers’ contracts. 

In some regions retail sales by producer-retailers actually 
declined in the second year. Where they increased, they did so at 
a markedly lower rate than total sales. For the scheme area as a 
whole, the increase in retail sales by producer-retailers accounted 
for only 2-4 per cent. of the increase in total sales; and in no 
region did it account for more than 8-8 per cent. of the increase.* 

Sales under farm cheese makers’ contracts declined in the second 
year of the scheme, both in the scheme area as a whole and in seven 
of the regions. In three regions there was an increase, but the 
quantities involved were so small as to represent a negligible part 
of the increase in the total sales of these regions. + 


* Such increase as took place in retail sales by producer-retailers under the scheme 
was due largely to the inclusion, during the second year, of producers who were 
previously exempted. Retail sales, of course, account for only a part of the 
total output of producer-retailers. It has been estimated that, in 1933-34, 40 per 
cent. of the output of all producer-retailers, including those exempted, was sold on 
wholesale contracts and that 17 per cent. was retained for stock feeding or manu- 
facture. 

+ Sales under farm cheese makers’ contracts represented only 14 per cent. of total 
sales in 1934-35. The amount sold in this way decreased by 26 per cent. in this 
year as compared with 1933-34, although the farm cheese makers’ contracts were 
only made available during the last six months of 1933-34. 
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It is therefore evident that the increase in total sales during the 
second year of the scheme is accounted for almost entirely by the 
increase in contract sales off farms shown in Table 15; and this 
applies not only to the scheme area as a whole, but also to the 
individual regions. 


Thirdly, a comparison of the last two columns of Table 15 shows 
that the number of contracts for the sale of milk off farms has in- 
creased much more rapidly, in relation to the volume of contract 
sales, in the ‘‘ high increase ’’ group of regions than in the re- 
mainder. In the former group these sales increased in volume 
by 34 per cent. and the number of contracts by 27 per cent. ; 
but in the latter group the volume of sales increased by 16 per 
cent. and the number of contracts by only 4 per cent. This 
striking difference suggests that the increase in contract sales was 
due, in the former group of regions, primarily to new contracts 
made by producers who had formerly used their whole output on 
their own farms, and in the latter group primarily to an expansion 
of sales off farms, and possibly also of output, by producers already 
sellmg on contract. This conclusion contrasts strongly with the 
widely-held view that increased production in the manufacturing 
areas has been the chief cause of increased sales under the scheme. 
Production has probably increased more in the regions that are 
considered as essentially liquid milk regions than in those where 
manufacture was most common. 


Fourthly, the rates of increase of sales in the different regions 
are misleading if taken, without reference to the actual volume 
of milk sold from each region, as indicating the extent to which 
the sources of supply have changed. ‘The details of the changes 
in the volume of total sales are shown in Table 36. Here it is 
sufficient to point out that the increase in total sales in the five 
regions where the rate of increase was above the average was 
only 47 million gallons, while the corresponding increase in the six 
remaining regions was 89 million gallons. As the total sales for 
the whole scheme area in 1934-35 were 981 million gallons, there 
has not yet been any very marked change in the balance between 
the sources of supply. 


The changes in the volume of sales and in methods of disposal 
that have been indicated cannot be attributed entirely to the in- 
fluence of the scheme. Certain factors, notably the development 
of transport facilities and the depression of the markets for milk 
products and beef, were already operating in the years preceding 
the scheme, and as a result the areas traditionally supplying the 
liquid milk market were meeting with increasing competition from 
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other districts. But it can scarcely be doubted that the advantages 
assured by the scheme to the less conveniently situated iach tae 
accelerated the previous tendencies. 


Finally, it is impossible to form any very definite conclusions as 
regards the prospects for the future. In the ‘‘ high increase ”’ 
group of regions the average sales per cow, as estimated in the 
Table on page 62, are still little more than half the average for 
the “* low increase ”’ group. Although the yield per cow in the 
former group of regions is no doubt ee (on account of the greater 
prevalence of herds of beef breed or type) it is probable that these 
regions have relatively large reserves of milk that might be sold 
under the scheme. It is not unlikely that there Sh be some 
further increase in the sale of milk off farms by producers who have 
hitherto utilised their milk on their farms, and that the areas 
which did not begin to compete seriously in the market until 
recent years will continue to gain ground as compared with those 
which have been long established in this market. 


How far the balance between the sources of supply will continue 
to shift must depend largely on the prospects of the beef industry 
and of the milk products market, the willingness of farmers (and 
their families) to continue farm manufacture, the level of prices 
paid under the scheme and the Board’s price policy. A price 
policy which had the effect of bringing producers’ returns in the 
different regions more closely together might be expected to 
stimulate further expansion in the ‘* high increase ’’ group. 


Changes in Scotland.—In Scotland the most important question, 
as regards the local effects of the schemes on the volume of pro- 
duction and sales, relates to the eastern and western parts of 
the main Scottish scheme area. The following Table gives 
statistics (corresponding to those already given for England in 
Tables 14 and 15) for the group of counties covered by the East of 
Scotland Milk Producers’ Federation,* for the remaining counties, 
and for the whole area. It should be remembered that the ‘* West ’’ 
outweighs the *‘ Hast ’’ by 5 or 6 to 1 as regards the total volume 
of sales. 





* The area served by the East of Scotland Producers’ Federation is understood to 
consist of the counties of Angus, Berwick, Clackmannan, East Lothian, West 
Lothian, Mid Lothian, Fife, Kinross, Peebles, Perth, Roxburgh and Selkirk. The 
remaining counties are Argyll, Ayr, Bute, Dumfries, Dunbarton, Kirkcudbright, 
Lanark, Renfrew, Stirling and Wigtown. A part of Argyll is not included in the 
scheme area. No allowance has been made for this in the figures quoted, but the 


effect is negligible. 
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TABLE 16.—CHANGEs In Cow PoruLaTION, VOLUME OF SALES AND NUMBERS 
OF PRODUCERS SELLING THROUGH THE BOARD IN THE EAST AND THE WEST OF THE 
MAIN ScoTTIsH SCHEME AREA. 


Cow population. Total Sales off of pro- 





sales farms eat 
under through sone: 

rs 4 (OH farms 

| scheme*.) Total |Board.*t through 

Varia- Sap Board. 

tion for ___| cow§ in : 

three- 1934-35. 

year Varia- | Varia- | Varia- Varia- | Varia- 
interval,) tion, tion, tion, tion, tion, 
1933 1934 1935 1935 1935 1935 
1930. 1933. 1934. 1934. 1934. 1934. 


Per cent.|Per cent.|Per cent.|Per cent.| Gallons. |Per cent.|Per cent. 





East .. | $+11-4 / + 2:0} — 0-8 | + 1-8 247 + 8-2 | +14:-1 
West ... ... | + 4:6) + 1-9} + 1-9] + 6:5 444 +l1-1 | + 5:8 
Whole area + 64) + 1:9) + 1-1) + 5-7 391 +10°-7 | + 7-0 














* The comparison is for the eight months April to November, inclusive. A 
number of contracts outside the scheme were still operative during the months 
December to March of the first year, so that a comparison of the twelve months 
period would be misleading. 

§ These figures are obtained by dividing the totals of sales under the scheme by 
the official figures for the totals of cows and heifers in milk and cows in calf. Since 
“total sales’ do not include milk sold by exempted producers or milk used on the 
farm, except under farm cheese makers’ contracts, this column does not give an 
index of production per cow. 


+ “Sales off farms through Board” are comparable with “‘Contract sales off farms”’ 
in Table 15. 


{ The comparison is between the averages of the numbers of producers, other than 
farm cheese makers, selling through the Board in May and November of each year. 


This Table shows in the first place that the dairy herd increased 
both in the East and in the West in the three years immediately 
preceding the scheme, but considerably more rapidly in the Hast. 
Under the scheme the rate of increase has been checked, and 
in the East there was actually a decline in the second year**. As 
suggested with regard to England and Wales, changes in the 
numbers of the dairy herd are not to be attributed wholly to the 
influence of the scheme. 


Secondly the Table shows that both in the Kast and in the West 
total sales under the scheme have increased at a lower rate than 
in any of the English regions. Sales have increased most in the 


** The provisional estimates of the cow population for 1936 show the following 
changes as compared with 1935 :— 


East — 0°6 
West Se + 1-2 
Whole area .. sek NY + 0-7 
The tendencies shown in 1935 have thus continued in 1936. 
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West, which includes the districts where production is relatively 
seasonal, although the average sales per cow were already far 
higher in the West than in the East. The position is similar to 
that in England and Wales in that the increase in sales has been 
most rapid in those parts of the scheme area where production 1s 
most seasonal; but there is a striking contrast with England and 
Wales in that the West of the Scottish scheme area, as the high 
average sales per cow show, was already highly developed in the 
production of milk for sale off the farm. The West in indeed more 
comparable with the Mid Western region of England than with 
the Far Western or the North Wales or South Wales regions. Like 
the Mid Western region, it falls within a radius of about 100 miles 
of the main centre of consumption and is well provided with 
creameries and factories. 


The Hast, on the other hand, where the volume of sales in- 
creased very little in the second year of the scheme, is not a 
traditionally dairying country. ‘There has always been a fair 
amount of production by producer-retailers near Edinburgh and 
the other large towns, but arable farming rather than dairy farming 
has been characteristic of the Kast. ‘T’he considerable increase in 
the number of cows in the Hast during the years immediately 
preceding the scheme can be attributed largely to the fact that 
conditions in other branches of farming were relatively unfavourable 
and caused a transfer to milk production. ‘There are several factors 
that help to account for the small figure for total sales per cow 
in the East; but there are obvious possibilities of increasing the 
volume of sales without an increase in the cow population. 


Thirdly, such increases in total sales as took place in the second 
year are due both in the Hast and in the West to the increase 
in sales off farms through the Board. The remaining part of the 
total sales, including sales by producer-retailers and producer-whole- 
salers and milk used for farm cheese-making, declined in both 
areas by between 7 and 8 per cent.* 


Fourthly, the Kast and West have differed considerably as re- 
gards the rate of increase in sales off farms through the Board 
and in the numbers of producers making such sales; but in both 
groups of counties the rates of increase in sales were lower than 
in any of the English regions except the South Hastern. In the 
East the volume of sales of this kind has increased in smaller 
ratio than the number of producers making them; in the West 
the reverse obtained, for the volume of sales increased nearly twice 
as fast as the number of producers. 


One reason for this difference is that large numbers of producer- 
retailers (and producer-wholesalers) have sold part of their output 
through the Board and that the numbers who did so increased 
considerably in the second year of the scheme. ‘These special 





* See Table 32 on page 310. 
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categories of producers formed, and still form, a large proportion 
of the total in the Hast, but a relatively small proportion in the 
West. ‘The larger increase in the volume of sales in the West is, 
no doubt, to be accounted for in part by the increase in the cow 
population ; in part by the diversion of milk from farmhouse cheese 
and butter making, which is much more important in the West 
than in the Hast; and possibly also to some small extent by the 
diversion of milk from stock feeding. It is not unlikely that there 
has also been some increase in the West due to more intensive 
production under the improved conditions afforded by the scheme. 

T'o sum up, the general position in the main Scottish area appears 
to be that in the East both total sales and total production have 
changed relatively little, although there has been some increase in 
the volume of milk sold through the Board. In the West the 
chief effect has been to increase the volume of sales by producers 
who were already selling through the Board in the first year of 
the scheme, partly on account of the diversion of milk from other 
channels and partly by reason of some actual increase in production. 
The Hast has not gained ground and may even have lost a little, 
but the West has made noticeable progress. 

In the Aberdeen and North of Scotland areas, for which data 
covering two complete years have not been available, it is unlikely 
that any important changes in the location of production have 
occurred as a result of the schemes. The Aberdeen area is very 
small, and both areas are fairly homogeneous in production and 
marketing conditions. The agreements between the three Boards 
in Scotland not to sell milk in; each other’s areas serve to protect 
the smaller schemes from the pressure of the increasing supplies 
in the West of the main Scottish area. 


Minor local variations.—The foregoing discussion has dealt with 
the changes in production and disposal in regions in England and 
Wales and groups of counties in Scotland. Similar analysis for 
smaller areas is impossible because the statistics are not available. 

We have, however, been supplied with details of a number of 
cases in which producers situated in and near towns and specializing 
in the liquid market have been forced to retire from business, and 
conversely, of big extensions of dairying stock and equipment by 
producers in areas more distant from largé consuming centres. But 
isolated examples of this kind are not of much value as evidence 
of the extent of any changes that may have taken place. In any 
form of business there are always units that are being forced out 
of production and others that are expanding ; and in recent years 
such changes must have been all the more common in dairy farming 
on account of improvements in transport facilities and of the depres- 
sion in other branches of farming. ‘The schemes, therefore, are not 
necessarily to be held responsible for cases of failure or success on 
the part of individuals or even groups that have occurred in the last 
two or three years. 

The changes to which we have drawn attention have not, how- 
ever, affected uniformly all parts of the regions or groups of 
counties in which they have taken place, nor all classes of producers 
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within them; and to some extent the schemes are responsible for 
the differences. For example, although the general rate of increase 
of sales was not particularly high in either the North Western or 
the Mid Western region, we have been told that there have been 
large increases in the numbers of contracts made in certain districts 
of those regions, where farm cheese making and butter making were 
formerly general. In some other regions, of which South Wales is 
an example, although there was a large increase in the number 
of contracts for the region as a whole, it is unlikely that there has 
been any significant increase in the number of contracts made by 
producers situated close to the towns, because they would already 
have been selling all their milk for liquid consumption. ‘The 
increase must have been in those parts of the regions where calf 
rearmg or butter making was prevalent. before 1934. 


(iii) Effects on Seasonality. 

England and Wales.—No estimates which are comparable with 
the statistics now kept and published by the Boards are available to 
show how sales varied during the year in the pre-scheme period. 
We are indebted to a large distributing concern in the south of 
England which handles about one-eighth of the total milk sold off 
farms in Great Britain for permission to inspect the statistics of 
its throughput for some recent years. ‘This sample at least gives 
some indication of the position in the southern half of England. 

During the four years 1931-32 to 1934-35 inclusive, this firm 
purchased, respectively, 44, 45, 44 and 48 per cent. of its total 
annual supplies of milk during the six winter months October to 
March. ‘The corresponding proportions in respect of all contract 
sales made under the scheme in 1933-34 and 1934-35 were 44-4 and 
45-4 per cent. respectively. It seems therefore that there was little 
change in the proportions of summer and winter purchases of milk 
in the two years following the inception of the English scheme, as 
compared with the two preceding years. 

The seasonal incidence of total sales under the scheme in the 
first two years is shown in the following 'T'able :— 


TABLE 17.—Totat SALEs, BY REGIONS, IN ENGLAND AND WALES IN THE SIx 
WintER Montus OcroBEerR TO MARCH AS PERCENTAGE OF ToTAL ANNUAL SALES. 





“* High Increase ”’ * “* Low Increase ”’ * 




















Regions. Regions. 
1933-34. | 1934-35. 1933-34. | 1934-35. 

Far Western ... 39-6 42-3 West Midland... 42-4, 43-3 
South Wales ... 42-9 44-3 Mid Western ... 41-9 44-0 
Northern me 44-3 45°9 Kast Midland... 46°6 47-1 
North Wales ... 34:9 41-4 North Western 44-2 45-7 
Eastern 46-8 48-0 Southern 47-6 48-6 
South Hastern 47-9 48 °4 

All Regions: 1933-34 = 44.3 

1934-35 = 45-6 





ie me page 62. 
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Total sales in the scheme area as a whole were somewhat less 
seasonal in the second year than in the first. But the increase in the 
proportion of winter sales to annual sales has been greater in the 
group of regions where sales have increased most. ‘Two of the 
regions where sales have increased most rapidly (the Northern and 
Hastern) already sell a larger proportion of their milk in winter 
than some of the ‘‘ low increase ’’ regions. 

Although the statistics of only two years of operation under the 
scheme are an insufficient basis for any final conclusions, it may be 
that there is some tendency for the seasonal trend of sales to become 
more level and also more uniform as between the different regions. 


Main Scottish area.—'There are no satisfactory data for a com- 
parison of the present seasonal! incidence of production in the main 
Scottish area with that of the pre-scheme period, but it is unlikely 
that there has been any very considerable change. The following 
Table shows the seasonal incidence of supplies since the scheme 
came into effect. 


TABLE 18.—TotTat SALES IN THE MAIN SCOTTISH SCHEME AREA IN THE SIx 
Winter Montus OctoBer TO MARCH AS PERCENTAGE OF ToTAL ANNUAL SALES.* 





1934-35. 1935-36. 
East x ae fe B, Ae 46:7 46.9 
West We ph re a ae 41-6 Al3 
Whole area ae nae ee ae 42-5 4D Oe, 


* The twelve months period April-March has been used on account of the consider- 
able volume of contract sales that were still being made outside the scheme during 
the first six months of the scheme. The winter period used therefore follows the 
summer period instead of preceding it as in the corresponding Table for England and 
Wales (Table 17). Consequently the Tables are not entirely comparable. 


Aberdeen and North of Scotland.—The information at present 
available is insufficient to make any comparison with the pre-scheme 
period, or to show any changes in the seasonal incidence of supplies 
that have taken place or are in progress. In the Aberdeen scheme 
area, at least, the price arrangements under the scheme are very 
similar to those which prevailed in the pre-scheme period. It is 
unlikely that there has been any appreciable change in the seasonal 
incidence of supplies in either area. 


(iv) Effects on Quality. 

As the following paragraphs show, there have been very consider- 
able increases in the numbers of graded milk producers since the 
schemes came into force. These increases no doubt reflect an 
improvement in the quality of the supplies of many of these pro- 
ducers, but it is hardly to be expected that the schemes could yet 
have succeeded in effecting any marked improvement in the quality 
of supplies generally. 
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It is an unfortunate fact that improvement in the quality of 
supplies from producers is not necessarily passed on to consumers. 
If high-quality supplies are bulked with milk of low quality the 
advantages of clean production are largely lost. It has even been 
suggested to us that producers who know that their milk is to be 
bulked with the milk of other producers feel less incentive to main- 
tain high standards and that, as a result, there may have been some 
lowering of quality in areas where the proportion of milk passing 
through depots has increased. 


Certified and Grade ‘‘ A’ (T.T.) milk.—The numbers of Certi- 
fied and Grade “‘ A ’’ (T.'T.) licences issued under the Milk (Special 
Designations) Orders have increased slowly since the system of 
licensing was started. As the following Tables show, however, 
there has been a noticeable change in the rate of increase in the 
number of Grade “‘ A’’ (T.T.) herds since the marketing schemes 
came into operation :— 


TABLE 19.—NuMBERS OF CERTIFIED AND GrapDE “A” (T.T.) HERDS IN 
ENGLAND AND WALES. 


Year to ; Grade," A” (T.T.) 
3lst March. Certified herds. herds. 
1931 Sa Kea. 174 238 
1932 nae As 196 257 
1933 oie hs 216 258 
1934 es a 239 328 
1935 A ae 293 448 
1936 sai es 362 686 
pales-of Certified and: Grade “‘A ”’ (CT.T.) milk have been 


exempted from control under the English scheme, and the increases 
since 1933 are to some extent due to the fact that licensing carries 
exemption with it. 

Under the Scottish schemes, sales of these grades of milk are 
not exempt, but special price premiums are payable for them. As 
in the case of England and Wales, the number of Certified herds 
has increased slowly, but there has been a marked increase during 
the last two years in the number of Grade “‘ A ”’ (T.T.) herds :— 


TABLE 20.—NumMBERS OF CERTIFIED AND GRADE “A” (T.T.) Herps 
IN SCOTLAND. 


Year to Grade “ A” (T.T.) 





31st December. Certified herds. herds. 
1931 es ae 87 92 
1932 ae bey 103 103 
1933 Aa AY 119 109 
1934 sta ee 117 164 
1935 aie La 122 290 
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‘he Seventh Annual Report* of the Department of Health for 
Scotland, from which these figures are extracted, comments on 
them as follows :— 

‘“ It will be seen that the biggest increases in the number of 
licensed tubercle-free herds since the inception of the graded 
milk system took place during 1934 and 1935. These sudden 
increases can be attributed almost entirely to the enlargement 
of the market for tubercle-free milk through the operation of 
schemes for the supply of milk to school children at reduced 
rates.”’ 


The Attested Herds schemes.—The Milk Act, 1934, made funds 
available for the cleaning up of herds, and the English and Scottish 
Attested Herds schemes were started for this purpose. They each 
provided for the payment of a special bonus of a penny per gallon 
on milk from attested herds, but only subject to certain conditions, 
one of which was that the milk must have been sold under the 
schemes. 

Most of the owners of herds suitable for attestation are producers 
of either Certified or Grade “‘A’’ (T.T.) milk. In Einngland and 
Wales producers of these grades, being exempt from the marketing 
scheme, generally sell independently of it and would not benefit by 
coming under the Attested Herds scheme. In Scotland the attested 
bonus was originally payable to all Certified or Grade ‘‘ A’’ (T.T.) 
producers owning attested herds, but only in respect of that 
quantity of their milk which was sold at lower prices than those 
prescribed by the Boards for Grade “‘A’”’ (T.T.) milk. The 
Scottish scheme has been amended, however, as from Ist July, 
1936, so that all milk from attested herds sold under the marketing 
schemes now qualifies for the bonus of ld. per gallon, irrespective 
of the price at which it 1s sold. 

Little use has hitherto been made of the Attested Herds schemes. 
At 31st July, 1936, only 261 herds had been attested in Great 
Britain, of which 117 were in England and Wales and 144 in 
Scotland. This is no doubt due in part to the circumstances men- 
tioned above; but probably producers have also been deterred 
from participating in them by the high technical standards that 
have been set. 


The Accredited Roll.—The English scheme specifically gave 
the Board power to prepare a register of ‘* accredited producers ”’ 
as soon as it was thought practicable and to pay to _ pro- 
ducers whose names were on the register a ‘* guaranteed quality 
premium.’’ No action was taken by the Board under this pro- 
vision of the scheme; but on the passing of the Milk Act, 1934, the 
Board made use of the powers conferred on milk marketing Boards 
by Section 12 of that Act to prepare an “’ accredited producers 
scheme.’’ After prolonged negotiations with the local authorities 
this scheme was launched on Ist May, 19385. Every producer who 
was able to obtain a Grade “‘ A’’ licence under the Milk (Special 





* Oma. pla: 
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Designations) Order, 1923, became entitled to registration on the 
Accredited Roll and to receive a bonus of ld. per gallon above the 
ordinary pool price for his region. The bonus is paid from the 
general funds of the Board, thus reducing the amount available for 
the regional pools. . 


The effect has been that the number of producers holding Grade 
‘“ A ’’ licences has increased very rapidly. In the period between 
the initiation of lensing under the Milk (Special Designations) 
Order, 1923, and the commencement of the Accredited Roll, the 
number of Grade ‘‘ A ’’ licences held had reached about 800. In 
the course of the following twelve months it rose to some 16,000, 
and is still increasing. ‘This rapid increase must not be taken as 
indicating a corresponding rise in the standards of production. No 
doubt many producers who have acquired Grade ‘‘ A’’ licences 
during the last year were previously producing under conditions 
equal, or nearly equal, to the Grade *‘ A’’ standard, but had not 
taken out licences because at that time the licences carried with 
them no guarantee of a premium. Nevertheless it must be 
accounted a great step forward that a large and growing number of 
producers should voluntarily accept regular supervision of their herds 
and conditions of production. About one-third of all the milk sold 
under the English scheme is now Accredited milk; and as a result 
some distributors are already in a position to refuse all contracts 
except for Accredited milk. 


Nothing comparable with the English Accredited Roll has so far 
been operated in any of the Scottish areas, but we understand that 
the main Scottish Board has under consideration the question of 
paying quality premiums in respect of Grade “‘ A’’ and higher 
grades of milk. 


_ Butter-fat content.—Under the English scheme no detailed pro- 
visions have been made as regards the butter-fat content of milk. 
Milk must be warranted to be sold with all its cream, and a con- 
tract may be terminated by the buyer if he can show that the pre- 
sumptive legal minimum standard* has not been maintained. 
Under the main Scottish scheme a minimum standard of 3-5 per 
cent. butter-fat has been fixed for the months August to January, 
and 3-4 per cent. for the months February to July. A deduc- 
tion of 4d. per gallon may be made from the producer’s price in 
respect of every 0-1 per cent. of fat deficiency in milk supplied by 
him. We are informed that, before the scheme came into force, 
milk was frequently bought in manufacturrag areas on the basis 
of its butter-fat content, and that standards of 3-4 per cent. and 
3-6 per cent. were fixed for summer and winter respectively. Pro- 
ducers were credited or penalised for variations from these standards, 
so that an incentive was given to the production of milk with a 
high percentage of butter-fat. It has been urged, on behalf of 





* Under the Sale of Milk Regulations, 1901, milk containing less than 3-0 per cent. 
of fat is presumed to be adulterated until the contrary is proved. 
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manufacturers, that the change of system has already led to a 
falling-off in the butter-fat content; but we are not aware of any 
comprehensive data on this point. 

The Aberdeen Board has informed its producers that they are 
expected to supply milk having not less than 38-3 per cent. of butter- 
fat and that it reserves the right either to refuse acceptance of any 
milk below this standard, or to pay for it at a lower rate. The 
North of Scotland Board deducts 4d. per gallon for every 0-05 per 
cent. deficiency below 3-3 per cent., but no premiums are payable 
for butter-fat in excess of this proportion. Milk of less than 3-0 per 
cent. butter-fat is rejected. 

There are obviously serious difficulties in working a system of 
premiums for butter-fat content where there are not facilities for 
testing each producer’s supplies. | Until the Boards have such 
facilities, it would be unfair to pay premiums for butter-fat content. 


(v) Effects on the Efficiency of Production. 


It is obviously still too early to attempt to assess the effects of 
the schemes on the various technical factors making for production 
efficiency, such as the average size of dairy herds, the degree of 
specialisation in milk production, feeding practices, and the yield 
per cow. But it is possible to indicate at least certain general 
directions in which the schemes have influenced, or are likely to 
influence, the efficiency of production. 

Under the Englsh scheme the bonus paid on Accredited milk 
must help to raise the standard of technical efficiency; for it is 
necessary, in order to obtain and keep a Grade ‘‘ A’’ licence and 
thus to secure the Accredited milk premium, to maintain a satis- 
factory standard of herds, premises and equipment. ‘'hrough its 
journal, the English Board is also doing useful educational work 
on such subjects as feeding and dairying technique. In particular 
it has constantly stressed the need for improving the quality of milk ; 
and numerous educational articles have indicated how producers can 
raise their standards. Such propaganda, reaching some 165,000 
producers at regular intervals must, in time, have a very 
considerable effect. 

Further, some of the Boards have financed extensive investiga- 
tions of milk production costs and the economics of dairy farming, 
which are being conducted on a uniform system by advisory agricul- 
tural economists. Investigations of this kind should, in due course, 
enable periodical comparisons to be made between the relative effi- 
ciency of different types of production and the results obtainable 
from different producing areas. ‘They should also provide invaluable 
data on which production policy might be guided so as to promote 
greater efficiency. 

Milk recording is important as a means of raising the level of 
efficiency in dairy farming. The Boards have not taken steps to 
encourage registered producers to participate in milk recording 
schemes, but have regarded the matter as one that should be left 
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entirely to individual choice. It is possible, however, that the 
marketing schemes themselves have helped to strengthen the 
milk recording movement. In England aad Wales there was an 
unbroken decline in the number of members of milk recording 
societies and of cows recorded during the seven years preceding the 
scheme. But in the first year of the scheme there was a slight 
increase in the number of members aad an increase of 4 per cent. 
in the number of cows recorded. The Report on the Livestock 
Improvement Scheme for 1934-35* states that :— 

‘The increase in membership over last year may be a sign 
that the financial stringency that has caused so many dairy 
farmers to resign from Milk Recording Societies in the past 
few years, and has rendered so difficult the recruitment of new 
members, is not now so serious.”’ 

In Scotland the number of herds recorded by the Milk Records 
Association has increased each year since 1931. 


Production methods.—A more controversial question 1s whether 
the changes that the schemes have produced, or are tending to 
produce, in the balance between different types of production and 
different areas are changes in the direction of more efficient produc- 
tion or the reverse. We have seen that, under both the English 
and the main Scottish schemes, the more outlying areas of produc- 
tion have gained ground as suppliers of milk relatively to those 
closer to the main centres of consumption; and within each area, 
the more outlying producers have probably gained in a similar way. 
But the increased sales from such areas and producers have so far 
probably been due primarily to a change in methods of disposal, 
and not to any considerable increase in production. They could 
not therefore be said to indicate, as yet, a gain for lower-cost pro- 
duction, even if it were certain that the cost of production in the 
more outlying districts were lower. 

In connection with questions of production efficiency, the conflict- 
ing claims of the more intensive producers and the less intensive 
producers deserve consideration. Producers situated fairly near 
towns who wish to maintain production at a very even level usually 
practise an extremely intensive system of production known as the 
‘“‘ flying stock ’’ system. Fresh in-milk or down-calving cows are 
bought, kept for one or two lactation periods and then sold off, 
often for slaughter; and a regular supply of milk is ensured by 
adjusting the time of purchase. Producers of this kind, who may 
be regarded as the extreme type of high-cost producer, claim that 
theirs is the most efficient method of production for the liquid milk 
market. They say that of necessity they must buy only the best 
cows, maintain good premises and equipment and use first-class 
technical methods; and that many of the less intensive producers 
have not the necessary experience for supplying the liquid market 
and are less particular in their methods. 








* Journal of the Ministry of Agriculture and Fisheries, December, 1935, page 871. 
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The less intensive producers frequently have a much more 
seasonal production than the intensive producers. ‘They may, and 
often do, buy cows in order to maintain their herds at strength, but 
usually purchased cows are kept for several lactations ; and in so far 
as level production is wanted, it is obtained by arranging the times 
of calving. Many of them breed their own stock, especially in the 
west of England, Wales and the south-west of Scotland. 

The contention of such producers is that their cows are living 
under much more natural and healthy conditions; that their 
technical methods are at least as good as those of more intensive 
producers; that where cows are bought they are retained in the 
herd for a longer period, so that both the rate of depreciation and 
the risk of spreading disease are reduced ; and that where herds are 
reared it is possible to eradicate diseases such as tuberculosis and to 
reduce the risk of infection. 

We have received opinions from a number of experts, most of 
whom are agreed that the ‘‘ flying stock ’’ system must assist the 
spread of disease ; that it is a wasteful method of production, which 
involves undue “ forcing ’’ and a high rate of depreciation on the 
cows ; and that the waste is all the greater if, as the supporters of 
the system contend, only the best stock is bought. It is urged 
that the maintenance of herds by careful breeding is desirable ; and 
that there is no reason why production by the less intensive pro- 
ducers should in any respect be less efficient than production under 
the “‘ flying stock ’’ system. ‘The weight of evidence appears to 
be strongly against the ‘* flying stock ’’ system; and if, as is 
alleged, the practice of that system is being handicapped as a result 
of the schemes, this would not appear to be contrary to the interests 
of efficiency in dairy farming, but rather the reverse. 

There may be some truth in the charge made by producers in the 
inlying regions that those cattle breeders and feeders in the outlying 
regions who have recently been attracted into the milk market have 
not the necessary experience or adequate equipment for liquid 
milk production ; but there are also cases in the less remote regions, 
e.g. in the Hast of Scotland and in some of the eastern counties 
of England, of arable farmers who have turned to milk production 
in recent years and who have still to reach a high standard of 
technical skill in dairying. Producers of this class, in areas where 
average returns have fallen, may find it difficult to continue in milk 
production unless they improve their technique. 

A point which has been strongly urged by producers who were 
regular suppliers of the milk market before the schemes came into 
effect, and who traditionally have worked on a level production 
system, is that level production ought not to be penalised for the 
benefit of seasonal production, because the latter method is relatively 
inefficient as a means of supplying the liquid milk market. But 
there is no indication that the effect of the schemes has been to 
make level production in general less profitable than seasonal pro- 
duction : indeed it appears that in some of the more seasonal regions 
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there is a tendency for producers to turn from seasonal to more 
level production. | 

There seems to be little evidence as yet as to the particular effects 
on production efficiency of the basic quantity system, as operated 
under the Aberdeen and North of Scotland schemes. If, however, the 
quotas are operated in such a way as to secure a prescriptive right 
to existing producers, some at least of the incentive to maintain 
and increase efficiency will be removed. 

Our views on the actual and prospective effects of the present 
schemes on the efficiency of production may be summed up as 
follows. In England and Wales and the main Scottish scheme 
area some direct efforts have been made by the Boards to improve 
efficiency in dairy farming; but much remains to be done. The 
less direct effects of these schemes have been to continue certain 
changes in the types and location of production that were already 
in progress before the schemes began. On the whole, it is likely 
that these changes are in the direction of cheaper and better pro- 
duction. The general effect of the two smaller schemes has prob- 
ably been to slow down changes of this kind; and no direct steps 
appear to have been taken to promote greater efficiency. 


(vi) Effects on Other Branches of Farming. 


The relations between dairying and other branches of farming, 
and consequently the reactions of the milk marketing schemes on 
branches other than dairying, are many and complex. JBefore the 
schemes came into force the relative profitableness of dairying and 
the possibilities of development had given some relief to farmers 
engaged in the more depressed branches of agriculture by providing 
an alternative use for their land and labour. 

Since 1933, however, there appears to have been some improve- 
ment in certain of those branches of agriculture which are least 
closely connected with milk production, and the chief influence of 
the improved market for milk under the schemes has been upon 
the cattle industry. On the one hand, the milk marketing schemes 
have assisted the cattle breeding industry by strengthening the 
market for dairy stock: in 1934, before the introduction of the 
subsidy on fat cattle, there was a marked contrast between the 
prices of dairy cattle and those of fat and store cattle. On the other 
hand, the steady expansion of the dairy herd has tended to increase 
the number of fat cows to be disposed of as a by-product of the 
dairy industry. With current rates of turnover in the dairy herds, 
these animals form a large proportion of the total supply of fat 
stock, and since their quality for beef purposes is inferior, they 
tend to weaken the market for home-killed beef. 

The milk marketing schemes have undoubtedly assisted to main- 
tain economic and financial stability in the agricultural industry 
as a whole; but they have also been responsible for some technical 
changes in the industry. Before the schemes were introduced, the 
relative attractions of the milk market were tempting some farmers 
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to turn from the production of store or fat cattle to the sale of milk, 
and consequently to change the type of their stock from the beef to 
the dairy breeds. In other cases, probably more frequent, farmers 
with dual-purpose herds were led to breed more towards the dairy 
type of stock. Apparently the schemes have strengthened both of 
these tendencies; and in some districts they seem to have dis- 
couraged the raising of yowag stock. 

Where the raising of dual-purpose cattle was combined with the 
use of milk on the farm for making butter, it was the common 
practice to use the separated milk for calf feeding and also for pig 
rearing. With low prices for butter and for young stock on the 
one hand, and with better conditions in the milk market on the 
other, there has been a strong inclination to change from stock 
raising to the direct sale of milk wherever suitable transport 
facilities were available. The effect of this change must be to 
reduce the market supply of cattle, and it has probably already 
caused some reduction in the number of dairy cattle that can be 
drawn upon by the more intensive of the milk producing areas. 

It has also been suggested to us, notably by the English Board, 
that the scheme has encouraged another change in connection with 
breeding, namely, a reduction of the quantities of whole milk fed to 
young stock. Other evidence has suggested that some deterioration 
in condition of young stock has been caused by this change. There 
is obviously a temptation to economise in feeding milk when every 
gallon sold off the farm will brrag in an assured and almost 
immediate return. But we doubt whether there has been any very 
serious change of this kind which will be more than short-lived. 
In Scotland, we are informed, breeders would be most unlikely to 
cut down the quantity of whole milk fed to young stock. 

Most of the remaining branches of farming are less closely con- 
nected with dairying, and the effects of the scheme on them have 
been less direct. The economy of pig feeding and to a less extent 
of poultry feeding, however, must have been affected on farms where 
skim milk and whey were formerly used, but are now no longer 
available. In most parts of the country dairying has maintained 
its position as one of the most remunerative departments of farm- 
ing, and for this we consider the schemes are largely responsible. 
It must, therefore, still tend to attract land, capital, enterprise and 
labour from other branches, and perhaps in particular from the 
raising and fattening of stores for the beef market; but it is to be 
hoped that improvements in the conditions in those other branches 
will help to maintain equilibrium. 


CHAPTER 8.—EFFECTS ON LIQUID MILK PRICES. 


One of the most serious difficulties which beset the milk producing 
industry in the years immediately preceding the approval of the 
schemes was the prevalence of undercutting in the liquid milk 
market. That difficulty, its causes and the conditions it created, 


19 


which are reviewed in the Report* of the previous Reorganisation 
Commission (for England), called for a more effective system of 
price control if the breakdown of the market were to be averted. 
In this respect the milk marketing schemes appear to have achieved 
their purpose. It is no longer permissible for registered producers 
to sell milk below the prices prescribed by the Boards. Enforce- 
ment is secured by the provision of the wholesale contracts requir- 
ing all payments for milk bought on contract to be made to the 
Boards. The producing industry is thus assured of receiving the 
full price for all supplies sold for hquid consumption. At the same 
time distributors are no longer able to buy cheap and sell in the 
higher-priced liquid market, so that they, too, are protected against 
undercutting. From this point of view the schemes have given 
stability in the liquid milk market, to the general advantage of the 
industry. The result has been to increase the level of prices 
payable for liquid milk by consumers. 


(i) The General Level of Wholesale Prices. 


Wholesale buying prices of milk for liquid consumption, known 
under the English scheme as the “‘ regional prices ’’ and under the 
Scottish schemes as the ‘‘ standard prices,’’ are shown for the 
period since the inception of the various schemes in Table 40 on 
page 323, and have been discussed briefly in Chapter 4. Like the 
corresponding pre-scheme prices, these prices include delivery to 
the buyer. 

In Hngland and Wales the unweighted average of monthly prices 
rose from approximately 13-8d. per gallon in the first year of the 
scheme to 15-1d. in the second year. As a result of the decision of 
the Minister following the Report of the Committee of Investiga- 
tion, the average price for the year 1935-36 was fixed at 154d. per 
gallon, representing an increase of nearly 1$d. per gallon, or over 
10 per cent., on the price in the first year of the scheme. In the 
main Scottish area the unweighted annual average price has 
remained at 14d. per gallon since the scheme came into operation 
in December, 1933. In 1935-36 the unweighted annual average 
price under the Aberdeen scheme rose by 4d. per gallon, and under 
the North of Scotland scheme by nearly 4d. per gallon, to 149d. and 
15d. per gallon respectively. 

Corresponding prices under pre-scheme conditions since 1928-29 
are shown in Tables 41 and 42 on pages 324 and 325, which set out 
the liquid milk buying prices fixed under the agreements of the 
Permanent Joint Milk Committee in England and under the respec- 
tive contracts of the Scottish Milk Agency and the Aberdeen Milk 
Agency. From these it will be seen that, throughout this pre- 
scheme period, there was a general downward trend which is in 
contrast to the upward tendency that has prevailed since the 
schemes came into operation. It must be borne in mind that in 
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pre-scheme days large quantities of milk bought for less than the 
liquid milk prices fixed under the various agreements were re-sold 
as liquid, so that the increase in wholesale liquid milk buying prices 
that has taken place since the schemes came into force is greater 
than is indicated by the comparison between the scheme and pre- 
scheme prices quoted in the Tables. 

From Table 41 it appears that the upward movement in prices 
began, in England at any rate, in 1932-33, before the advent of 
the schemes. But because the Class II (b) contract was rapidly 
superseding the others, the increase was more apparent than real ; 
and in so far as a gain to producers was recorded, it represented 
no more than a partial recovery of ground lost in the abnormal cir- 
cumstances of the previous year. In any case there can be no doubt 
that, in face of the fall in the price-level of other agricultural 
products, and in view of the supplies of milk potentially available 
for liquid consumption, the wholesale price of liquid milk could not 
have been maintained around its recent level but for the existence 
of the schemes. . 


(ii) Special Factors affecting Wholesale Prices. 


While the wholesale buying prices for liquid milk fixed by the 
Boards are generally applicable, there are certain exceptions. In 
the first place, each of the Boards has exercised its power to exempt 
certain classes of producers from some or all of the provisions of 
the schemes, and as a result certain producers are free to sell at 
prices other than those fixed. Similarly, the Boards may determine 
differential prices according to the grade of milk sold and may fix 
premiums in respect of special services rendered by producers. 


Exemptions.—in general the exemption of certain classes of pro- 
ducers and certain classes of sales from the operation of the schemes 
has had little effect on wholesale buying prices for milk for liquid 
consumption, because most of the exemptions relate only to very 
small producers. ‘There is, however, one exception. The exemp- 
tion of sales of Certified and Grade “‘ A’’ (T.T.) milk from price 
control under the English scheme may be a disturbing influence in 
the market for ungraded milk. Since producers of these grades of 
milk are not required to share the burden of disposing of milk that 
is surplus to the needs of the liquid milk market, they can, in the 
last resort, sell at the price fixed for ordinary milk and still secure 
for themselves a few pence per gallon more than the ordinary 
producer. 


Quality premiums.—The main differences in respect of quality 
that are to be found in the minimum buying prices fixed under the 
schemes are those due to the higher prices prescribed by each of the 
three Scottish Boards for Certified and Grade ‘‘ A’’ (T.T.) milk. 
Sales of these grades are exempt from the Hnglish scheme, and the 
only price provision relating to graded milk under this scheme is 
that introduced in the 1935-36 contract which required the buyer 
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to pay a premium of not less than 1d. per gallon on Grade ‘‘ A ”’ 
milk if he resold that milk at more than the minimum retail price 
prescribed for ordinary milk. As between the three Scottish schemes, 
all of which include sales of Certified and Grade ‘‘ A ’’ (T.T.) milk 
within their scope, there is considerable divergence in the relative 
values placed on these grades of milk by the different Boards. 
Under the main Scottish scheme, for example, the wholesale prices 
of Certified and Grade ‘‘ A’’ (T.T.) milk have been consistently 
higher than the standard price by 10d. and 3d. per gallon respec- 
tively since April, 1934. The corresponding differences under the 
Aberdeen scheme in 1935-36 averaged 74d. and 34d. per gallon, and 
under the North of Scotland scheme 4d. and 2d. per gallon. There 
are, In each case, some further minor refinements according to the 
class of purchaser and according to whether the milk is sold loose 
or in bottles. 

We have not sufficient evidence on which to make a close com- 
parison between the price position of graded milks under the 
schemes and previously, but it seems probable that, over the whole 
country, there has been no appreciable change due to the operatioa 
of the schemes. 

Special service premiums.—Apart from the limited application of 
special prices for graded milk, the chief differences in buyers’ prices 
are due to premiums paid for services, the details of which vary from 
scheme to scheme. Some of these premiums survive from practices 
established in pre-scheme days; others are innovations. Some are 
obligatory ; others are optional and are left for individual negotia- 
tion between producer and buyer. The most important are the 
premiums for level delivery. 

The level delivery premiums provided for under the English 
contracts have undergone several modifications. In the first con- 
tract period there were two rates of premium, one of 4d. and the 
other of 1d. per gallon, according to whether the daily deliveries 
varied by not more than 10 per cent., or not more than 5 per cent., 
respectively, above or below a declared quantity. The 1935-36 con- 
tract made provision for the payment of three rates of premium 
based on the quantity delivered, one of 3d. per gallon allowing for 
a 10 per cent. variation each way, one of ld. per gallon on an 
absolutely level daily delivery, and a third of 14d. per gallon for the 
day to day delivery of the buyer’s exact requirements. Under 
the main Scottish scheme the corresponding arrangements for 
1935-36 provided for two premiums, one of 1d. per gallon, with an 
allowance of 5 per cent. variation each way, and the other of 2d. per 
gallon for the delivery of the buyer’s exact daily requirements. 
Under the Aberdeen scheme and the North of Scotland scheme, both 
of which encourage level production through the operation of the 
“basic quantity ’’ system, no specific provision has been made for 
the payment of additional premiums, the settlement of any special 
terms of this kind being left to the individual producers and 
buyers concerned. 
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In the main Scottish area a premium of 2d. per gallon is pay- 
able on producer-wholesaler sales. The special price fixed in this 
case differs somewhat from the other price premiums in that it 
depends upon the average daily purchases by the buyer from all 
sources. Every buyer whose total daily purchases are less than a 
prescribed quantity 1s required to pay the producer-wholesaler’s 
price though the volume of his purchases may not in any way affect 
the costs of his suppliers or the services they give. The premium 
is, therefore, not strictly a payment for service, except in so far as 
the supply of milk in relatively small quantities can be so regarded. 


The number of contracts under the English scheme carrying 
special premiums of one kind and another declined during the 
second year of the scheme, though the total number of contracts 
increased. The result is that, whereas in 1933-34 about one-fourth 
of the total contracts carried premiums, the corresponding propor- 
tion for 1934-385 was only about one-sixth. Under the main Scottish 
scheme, on the other hand, the proportion of contracts carrying 
special premiums had increased from about one-thirteenth of the 
total contracts in December, 1934, to about one-eleventh in 
December, 1935. 


(iii) Seasonal and Local Variations in Wholesale Prices. 


seasonal variations.—Under the English scheme monthly prices 
have, in each year, differentiated broadly between a group of higher- 
priced winter months and a group of lower-priced summer months, 
the difference between the highest and lowest monthly price in a 
year having been as much as 5d. and not less than 4d. per gallon. 
In the second year the wholesale price in England and Wales was 
raised to 1s. 4d. per gallon in April and September, an increase in 
each of these two months, compared with the previous year, of 
dd. a gallon in the South Eastern region and 4d. a gallon in the 
other regions. ‘This had the effect of increasing the number of 
higher-priced months from six to eight, a position which was 
maintained in the 1935-36 contract. Comparison with the prices 
fixed under the agreement of the Permanent Joint Milk Committee 
in pre-scheme years shows that, in the two years immediately pre- 
ceding the introduction of the scheme, the higher-priced period 
extended over only three months and five months respectively, and 
that only twice since 1922, the first year of collective bargaining, 
was April scheduled as a higher-priced month. 


Monthly prices under the three Scottish schemes have shown 
smaller seasonal variations. In the first year of the main Scottish 
scheme the price was 1s. 2d. per gallon in every month, but in the 
second year the policy of a flat monthly price was discontinued. 
The Board raised the price to 1s. 3d. for November and December, 
1934. Subsequently, by Order* of the Secretary of State for 


* S.R. & O. 1934, No. 1438. 
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Scotland, the prices were fixed at 1s. 3d. for January and February ; 

at Is. 2d. for March, August and September ; and at 1s. 1d. for the 
four months April to July, 1935. Under the 1935-36 contract, prices 
varied between 1s. 3d. for the months November to February, and 
1s. for May and June. The effect has been that the pre-scheme 
differences between winter and summer prices which were general 
throughout the main Scottish area were eliminated in the first year 
of the scheme, but they have since been re-established to some 
extent. 

The monthly prices prescribed under each of the two smaller 
Scottish schemes in the first year varied by only 1d. per gallon, the 
lowest price of Is. 2d. being charged for three summer months and 
three winter months in the Aberdeen area, and for four summer 
months in the North of Scotland. For 1935-86 the price of 1s. 2d. 
was prescribed for only three summer months in the Aberdeen area. 
The price in that area for the remaining nine months and, in the 
North of Scotland for each month of the year, was 1s. 3d. per 
gallon. 


Local variations.—In pre-scheme days wholesale buying prices 
for milk for liquid consumption varied widely between one locality 
and another. The prices paid for supplies to different consuming 
centres depended on such factors as the distance which supplies 
had to be transported, the competition of other towns for supplies, 
and the bargaining strength of producers and buyers. In general, 
prices tended to be lowest in towns and villages near to areas of 
heavy production and distant from large cities. Since the introduc- 
- tion of the schemes there have been very few variations within the 
area of any scheme. The only significant exception is in the prices 
fixed for the first year of the English scheme, when the “* Appointed 
Persons ’’ fixed a slightly higher price for milk sold in or consigned 
into the South Eastern region than for other regions, the difference 
over the year being 75d. per gallon. 

The schemes have thus been instrumental in securing substanti- 
ally uniform wholesale liquid milk prices within their respective 
areas. The effect has been to raise wholesale liquid milk prices in 
those towns and villages where, under more competitive conditions, 
they were relatively low to the level of those in the large cities. 


(iv) The General Level of Retail Prices. 


As we have already mentioned, each of the four Boards has 
determined not only the prices at which milk may be sold by 
registered producers, but also’ the terms on which such milk may 
be re-sold. The contracts under the schemes have in all cases con- 
tained a “‘ re-sale ’’ clause binding the buyer to observe and, where 
necessary, to require any subsequent buyer to observe prescribed 
minimum re-sale prices, including retail prices. The licences 
issued to producer-retailers bind them also to the prescribed retail 
prices. 
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The contract covering the first six months of the English scheme 
was exceptional in that the relevant clause prohibited the retail 
sale of milk at a price below “‘ the prevailing retail price of the 
district.’ Neither prices nor districts were specified, and conse- 
quently prices in Englaiad during this period were settled locally 
by majority decisions of retailers and producer-retailers. In each 
subsequent English contract, and in every contract under the other 
schemes, either minimum retail prices or minimum margins between 
the Board’s wholesale price and the retail price have been prescribed 
specifically. 


The retail price position under the schemes has thus differed 
radically from that obtaining in pre-scheme days when retail prices 
were determined by open competition, subject to the influence of 
voluntary organisations of producers and of distributors. But in 
assessing how far the schemes have contributed to the rise in 
retail milk prices within the last two years, there are two other 
important points to be borne in mrad. ‘The first is that the prices 
of foodstuffs generally have tended to rise during this period. The 
second is that the retail prices or margins prescribed by the Boards 
are minima only, which have not infrequently been exceeded. The 
actual increases in the retail prices charged are, therefore, not 
entirely due to the minimum retail prices prescribed by the Boards ; 
but it is sometimes claimed that distributors who were formerly 
able to obtain supplies at cut prices now have to pay prices so much 
higher that they are obliged to exceed the prescribed minimum 
retail prices in order to secure the same margin as before. Though 
the schemes have not been solely responsible, there is no doubt that 
they have been mainly responsible, directly and indirectly, for 
raising retail prices in most parts of the country and maintaining 
them in others. On the other hand it is impossible to say with 
any assurance that, if there had been no schemes and producers’ 
prices had fallen under unrestricted competition, retail prices would 
have been reduced correspondingly. 


Minimum retail prices.—The detailed statement of the prices 
fixed under each scheme for each contract period given in Table 45 
on page 828 shows the movement of minimum retail prices in recent 
years. It will be seen that the trend, in general, is similar to that 
of the wholesale contract prices which have been examined earlier. 
The difference between a flat minimum retail price in Scotland of 
2s. per gallon and a price in England varying between 1s. 8d. and 
9s. 4d. per gallon according to season and locality is particularly 
noticeable. The figures show that, during 1934 and 1935, the 
minimum retail price remained constant under each of the three 
Scottish schemes* and increased by varying amounts in most 
localities in England. 


* The main Scottish Board, however, prescribed a reduced minimum retail price 
of ls. 8d. for May and June, 1936. 
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Retail prices of Certified and Grade ‘‘ A’’ (T'..T.) milk are free 
from control in England, but minimum prices for these grades have 
been fixed under all the Scottish schemes. The appropriate prices 
per gallon under the 1935-36 contracts of the three Scottish schemes 
are higher than the corresponding retail prices of ungraded milk by 
the following amounts :— 

Grade “ A” 
Scheme. Certified. A ie 
d. d. 
Scotland (main area) ... oh ae as Kors 8 4 
Aberdeen and District ... a vn ste oe 4. 4 
North of Scotland 3 4 2 





Actual retail prices.—The general trend of actual retail milk 
prices in recent years is shown by the index numbers published 
by the Ministry of Labour, which are based on information collected 
regularly each month from retailers in 500 towns in the United 
Kingdom.* The following statement of annual averages of these 
monthly index numbers also gives, for comparison, the index num- 
bers of all foods (excluding milk) and of the cost of living for each 
milk year (October-September) since 1929-30 :— 


TABLE 21.—ANNUAL AVERAGES OF INDEX NUMBERS OF RETAIL PRICES. 
(July 1914100.) 





; Caer Retail prices of 
( . eos maaan all foods Cost of living. 

i Rat ; (excluding milk). 
1929-30 176-8 146-4 160-4 
1930-31 173-7 130-7 149-9 
1931-32 167-3 124-0 144-4 
1932-33 165-7 116-4 139-8 
1933-34 175-2 117-6 140-8 
1934-35 180-9 119-1 142-0 








It will be seen that the average retail price of milk in the United 
Kingdom fell each year between 1929-30 and 1932-38, but rose in 
each of the next two years and in 1934-35 was higher than in 
1929-380. The fall in the price of other foods and in the cost of 
living between 1929-30 and 1932-33 was much more rapid, and the 
rise in both since then has been but shght. While, therefore, the 
average retail price of milk was 2 per cent. higher in 1934-35 than 
in 1929-30, there was a fall of 18 per cent. in the price of other foods 
and of 11 per cent. in the cost of living over the same period. The 
prices of foodstuffs generally, and thus the cost of living, are of 
course affected by a number of circumstances, including in the case 
of many of them (but not of liquid milk) the values of imports. 





* The inclusion of Northern Ireland does not make any significant difference. 
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(v) Modifications of the Prescribed Retail Prices. 


Prices in excess of the prescribed minima.—We have had no 
direct evidence on which to estimate how far the prescribed 
minimum prices are, in practice, adopted as standard prices and 
how far they are exceeded, but on this subject a Report of the 
Consumers’ Committee for England, dated 14th February, 1936, 
which we were asked by the Minister to consider, is instructive. 
The Report states that the Committee had been furnished by the 
Milk Marketing Board with returns of retail prices charged in 
the principal towns of England and Wales and gives the following 
Table showing the percentages of the towns in which the average 
retail price actually charged has exceeded, equalled or fallen below 
the average minimum appropriate price. It will be seen that the 
later figures cover a larger number of towns than the earlier. 


TABLE 22.—SaMPLE VARIATIONS OF ACTUAL RETAIL PRICES FROM PRESCRIBED 
Minimum Prices IN ENGLAND AND WALES. 


























Summer, Winter, Summer, 
1934 1934-35 1935 
(April— (Oct., 1934— (April— 
Sept.). Mar., 1935). Sept.). 
Per cent. Per cent. Per cent. 
Percentage of towns in which the average 
retail price was— 
(a) higher than the average mini - 
mum appropriate retail price ... 83 33 48 
(6) the same as the average mini - 
mum appropriate retail price ... 12 56 49 
(c) lower than the average mini - 
mum appropriate retail price ... 5 11 3 
100 100 100 
Total number of towns included — 382 913 970 


These figures give emphasis to the point which we made earlier 
that not all of the actual increases in retail prices which have taken 
place since the schemes came into operation have been due to the re- 
sale conditions laid down by the Boards. 


Retail prices below the prescribed minima.—Under each of the 
schemes it is possible, in certain circumstances, for milk to be 
sold by retail at prices below those which apply in general. ‘These 
exceptions arise mainly through the exemption of specified groups 
of producers ; through the fixation of lower prices for certain classes 
of re-sales; and through the power of the Boards to sanction 
lower prices in certain circumstances. 

The exemption of certain classes of producers has not had any 
widespread effect on retail prices. Since exemptions apply only 
to small producers, the effect has been confined chiefly to some of 
the more outlying parts of the Scottish areas, particularly of the 
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two smaller areas in the north, where the majority of the producers 
are widely scattered and their small supplies are consumed locally. 

Secondly, the retail prices fixed under all the schemes, except 
during the first year of the English scheme, have been subject 
to some reduction where milk is purchased in large quantities. The 
amounts of reduction have been varied from time to time and are 
represented chiefly by what are known as semi-retail prices, applic- 
able more particularly to large-scale consumers such as hotels and 
restaurants. The semi-retail prices are scaled differently under 
the different schemes. They do not affect the household consumer 
or other consumers purchasing less than one gallon at a time in 
England, or two gallons in Scotland. 

In a sense, the semi-retail prices may be regarded as differential 
prices graded according to the services involved in distributing large 
and small individual consignments; and to some extent that is true 
also of milk supplied to schools, hospitals and other institutions. 
The only other price differential clearly related to service is that 
which has been provided for since October, 1935, under the 
Finglish scheme, whereby milk retailed at the farmhouse door may 
be sold at ld. per quart less than the minimum appropriate retail 
price for the district. The re-sale conditions do not make pro- 
vision for the sale of milk over the counter at a lower price as 1s 
the practice in Northern Ireland. 

Thirdly, provision is made under all the schemes whereby other 
distributors may pay dividends comparable with those paid by the 
consumers’ co-operative societies. Among private distributors 
the practice of giving dividends is very limited, though we 
understand that it is growing among producer-retailers under 
the Aberdeen scheme. One difference between the Einglish scheme 
and the main Scottish scheme in this respect is that whereas 
retailers in England are free to choose individually whether they 
will give dividends (provided the rate of dividend does not exceed 
that of the local consumers’ co-operative society) retailers in the 
area of the main Scottish scheme must satisfy the Board that 
it is the general desire of distributors in a county or city that 
such permission should be granted. We understand that no re- 
quests for permission to pay dividends have been made by dis- 
tributors in any part of the main Scottish area. 

Finally, reductions in the retail price in England have resulted 
from a clause, found only in the English contract, which provides 
that the Board may approve a lower price for any district on a 
resolution of a majority of the retailers, including producer-retailers, 
distributing the greater part of the milk in that district. This 
provision was first introduced in the contract period beginning 
April, 1934, and since that time the numbers of reductions granted 
have been as follows :— 


April to September, 1934... a < tp 6 
October, 1934, to September, 1985 ... sien eres God 
October. 1935, to May, 19386 ... Aes dbs diy 88 
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These reductions applied only to the contract period in which 
they were granted; most of them related either to villages or to 
small provincial towns in the Mid Western, the North Western 
and the Northern regions and were the result of applications from 
producer-retailers. The population of the areas in which reductions 
were made in the course of the year ended September, 1935, was 
about 24 million, or nearly 6 per cent. of the total population of 
Kingland and Wales; and over three-quarters of the population so 
affected was in one region—the North Western. 


(vi) Seasonal and Local Variations in Prescribed Retail Prices. 


Seasonal variations.—In England and Wales it was the practice 
in pre-scheme days to observe two levels of retail prices, one in the 
summer and the other in the winter. ‘This general practice has 
been continued under the English scheme. There has, however, 
been some considerable change in the amount of the seasonal varia- 
tion and also in the months comprised in the summer and winter 
periods since the scheme came into operation. As will be seen 
from ‘Table 45 on page 328, the general effect has been to reduce the 
number of months in which summer prices are charged and to 
increase the amount of the seasonal difference, though in degrees 
that vary according to the type and population of the district. In 
districts in the South Eastern region with a population of more 
than 25,000, winter prices for the last two years were extended to the 
three months March, April and September and were thus operative 
in respect of eight months instead of five months, as in the previous 
two years. | 


In Scotland the principle originally adopted under each scheme 
was that of a uniform retail price throughout the year. In the main 
Scottish area the effect of adopting a flat price of 2s. per gallon 
was that consumers in Edinburgh and district benefited by a lower- 
ing of the pre-scheme price from 2s. 4d. to 2s. in a number of 
winter months, while consumers in Glasgow and the surrounding 
industrial districts, as well as in the west of Scotland generally, 
where the price used to be 2s. in a number of winter months and 
1s. 8d. for the rest of the year, suffered an increase of 4d. per gallon 
in their summer price. In view of the much larger population in 
the west, consumers as a body in the area of the main Scottish 
scheme have thus paid more for their milk than formerly. Though 
the minimum price was reduced to ls. 8d. per gallon for two 
summer months of 1936, the retail price of 2s. per gallon for the 
remaining 10 months is, in fact, equivalent to the highest winter 
price formerly ruling in any part of the south of Scotland except 
Edinburgh and possibly a few towns on the east coast. The 
retail prices fixed under the Aberdeen and North of Scotland 
schemes have not varied seasonally. 


Local variations.—Under the English scheme the present system 
of prescribing retail prices creates different price levels for different 
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areas classified according to the type of local government and size 
of population. ‘The only local variations are those which arise in 
consequence of this arrangement and of the modifications of retail 
prices discussed in the preceding section. Under the main Scottish 
scheme the principle of a flat price has been followed, not only 
throughout the year (until the summer of 1936) but also irrespec- 
tive of locality. That was originally true also of the two smaller 
schemes, but the Aberdeen Board has since introduced a variation 
by fixing a minimum price of ls. 8d. per gallon in 30 specified 
rural districts and 1s. 4d. per gallon in nine rural districts; and 
the North of Scotland Board has more recently reduced prices in 
certain areas in which it has undertaken retail distribution. 

There is no satisfactory basis on which the retail prices prescribed 
for the different areas under the English scheme can be compared 
with those prevailing under pre-scheme conditions. It is only in 
rural districts and areas of less than 10,000 inhabitants, however, 
that the minimum price has been as low as Is. 8d. per gallon, 
and this has applied for only two months in each of the last two 
years. Moreover, in all areas having a population greater than 
25,000 the retail price, at 2s. per gallon in the six summer months 
(only four summer months in the South Eastern region) and 
2s. 4d. per gallon for the remainder of the year, was even higher 
than the level ruling in London during the three years 1931-32 to 
1933-34. The London level is, we understand, fairly general through- 
out the whole of the South Hastern region, irrespective of the 
size of the population groups. 


(vii) Prices to Hospitals and Schools. 


In examining the effects of the schemes on the prices of liquid 
milk it is necessary to mention two special classes, namely, the 
milk supplied to hospitals and other similar institutions and that 
supplied under the Milk-in-Schools scheme. 


Complaint has been made that hospitals and other institutions 
have been involved in heavy additional expenditure by reason of 
the schemes. In fact, each of the four Boards makes special pro- 
vision for the supply of milk to hospitals and some other institu- 
tions. In some cases the appropriate price is the same as the 
wholesale price payable by distributors; and generally it does not 
exceed that price by more than 14d. per gallon. This sum of 14d. 
per gallon represents the premium payable under the Hnglish 
scheme in return for the right of the hospital to fix, day by day, 
the quantity required. Under all the schemes hospitals are dealt 
with at least as favourably as any other big non-trading buyer, 
and in most instances they are charged less. 

In spite of this position it is nevertheless true that the price 
paid by hospitals for their milk has increased considerably since 
the schemes came into operation. In pre-scheme days hospitals, 
like other large purchasers, were able to buy milk cheaply. The 
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abolition of price-cutting and the fact that the price of all liquid 
milk contains an element of contribution towards the subsidisation 
of manufacturing milk have together been responsible for the 
increase. 

As regards the supply of milk to school children, the effect of the 
Government’s Milk-in-Schools plan, which could hardly have been 
administered in its present form in the absence of organised market- 
ing, has been to reduce the retail price of these supplies by about 
one-half. The present charge of 3d. for one-third pint is equiva- 
lent to 1s. per gallon, of which 6d. per gallon represents the dis- 
tributors’ margin. The remaining 6d. accrues to the Boards, and 
the difference between this sum and the price at which milk for 
liquid consumption is normally sold by the Boards is borne in 
part by producers through the Boards and in part by the State. 


CHAPTER 9.—EFFECTS ON ASSEMBLY AND 
DISTRIBUTION. 


When long-distance consignment of milk by rail first began, 
the producer delivered direct to his buyer’s town station or country 
factory. But with the development of large-scale distribution in 
the milk industry shortly before the War, it became common for 
supplies to be collected at country depots. The result is that a 
producer selling wholesale may deliver his milk in any of the follow- 
ing ways: to a local retailer; to a town retailer or a town whole- 
sale depot; to a country factory; or to a country collecting depot 
from which some of the milk may go into manufacture and some 
may be re-consigned in bulk to the liquid milk market. 


(i) Direct and Depot Milk. 


A distinction of great importance to the producer has arisen in 
Kngland between milk consigned direct and that consigned to 
depots. Before the scheme was introduced depot buyers were 
allowed to make deductions from the price payable for their milk 
mm respect of “‘ transit risk ’’* and of transport from the depot 
to the consuming centre. This system has continued under the 
English scheme, with the difference that only depots approved by 
the Board are allowed to make these deductions. Mulk is said to 
be sold on depot contract if it is consigned by the producer to a 
collecting depot approved by the Board. All other milk, whether 
for liquid consumption or for manufacture, is sold on direct contract. 











* The Board and the buyers appear to hold different views as to the services 
covered by the “transit risk’ charge. The Board’s contention is that it should 
represent nothing more than payment for the risks transferred to buyers when they 
take delivery at a point distant from the final destination. Buyers claim that it 
should include also an allowance to depots for handling and processing. The matter 
is discussed on pages 30 to 35 of the Report of the Committee of Investigation for 
England and Wales on the complaints of buyers against the contract originally 
prescribed by the English Board for 1935-36. 
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In England the practice of using collecting depots has steadily 
extended among wholesale and large retail distributors since the 
War. In the first year of the English scheme nearly 41 per cent. 
of the total contract supplies and in the second year some 42 per 
cent. was bought through depots.* About one-half of depot milk 
is manufactured and one-half sold for liquid consumption. The 
transit risk charge is, therefore, payable on approximately one- 
fifth of the milk sold under contract. 

The chief advantages of collecting depots are that initial process- 
ing for the liquid market can be done nearer to the point of pro- 
duction and that considerable savings in freight charges can be 
effected on bulk consignments. The benefits arising from pro- 
cessing at an early stage are, no doubt, shared by the producer as 
well as the distributor and the consumer; but the distributor !s 
able to retain in his hands the whole of the savings on transport. 
In fact the buyer in England has frequently been able to make a 
profit on the bulk transport of milk for liquid consumption ; and in 
so far as the method of operation of the scheme has permitted 
this to continue, it has encouraged the use of depots. In the view 
of the English Board, however, these depots can only be justified 
for long-distance milk traffic. 

The number of approved depots increased during the first months 
of the scheme. The Board considered that some of these depots 
were not justified by considerations of economical assembly and 
accordingly decided not to renew approximately 50 depot licences 
in April, 1984. The owners complained and, following an inquiry 
by the Committee of Investigation, the Board renewed a number 
of the cancelled licences. 

Under the main Scottish scheme there is no distinction between 
depot and direct contracts: a buyer taking delivery at a country 
depot must bear the cost of further transport himself. This was 
the subject of a complaint which was referred to the Committee of 
Investigation for Scotland. The Committee found that the Board’s 
action in making the depot buyer bear the cost of further transport 
was contrary to the interests of the buyer, but they did not find 
that such action was not in the public interest; at the same time 
the Committee stated that they would deplore any policy that might 
result in the closing of existing depots and the consequent necessity 
of carrying milk greater distances before it could be adequately 
cooled. The Board’s policy has, no doubt, discouraged the use of 
collecting depots in its area; but they are less necessary than in 
England because of the shorter distances from the producing areas 
to the consuming centres. 


(ii) Assembly of Urban Liquid Milk Supplies. 


From the point of view of the industry as a whole, the possibility 
of effecting economies in transport by reducing the average length 


* See Table 31 on page 309. 
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of haul is of great importance. In some instances the main Scottish 
Board has been able, in re-arranging contracts, to prevent unduly 
long hauls, but the problem does not appear to have been system- 
atically attacked by any of the Boards. 


The action which has been taken by the main Scottish Board 
has led to a clash of interests between the distributors conducting 
their own haulage and the haulage contractors represented on the 
Haulage Sub-Committee of the Permanent Joint Committee. In 
the agreement constituting this Committee it was provided that, 
as far as possible, the persons already hauling the milk of a par- 
ticular producer should be entitled to continue to do so. Where 
the Board has re-allocated the contracts of a distributor who 
transported his own supplies, it has sometimes been impossible 
to give him the contract to haul the milk from his new supplier 
because the haulage contractor already engaged had a prior claim. 
At the same time the Road and Rail Traffic Act, 1933, makes. 
it difficult for such distributors to use their vehicles except for 
hauling their own supplies. The distributors have thus felt them- 
selves in danger of losing their haulage business to the outside 
contractors, but we have no reason to believe that actual cases 
of hardship have been common. 


In England and Wales the Board has sometimes been able to 
effect a more advantageous distribution of contracts, but it has 
not been possible for it to undertake any systematic re-arrangement 
of supplies with a view to shortening the average haul. The main 
reasons are, no doubt, first that the regional pool price depends 
on the respective quantities sold for lquid consumption and for 
manufacture, so that any changes in destination made by the Board 
in the interests of economy in transport might affect the relative 
levels of regional pool prices; and secondly, that an individual pro- 
ducer’s transport charges, and thus his net returns, might be 
adversely affected if his milk were diverted to a new destination. 
Even though the change reduced the actual transport costs, it 
might involve the producer in a higher charge under the com- 
plicated arrangements governing the calculation of the charges on 
depot milk (see Appendix III). One unfortunate result of the 
operation of the scheme has actually been to increase the length 
of haul in some instances, because the buyer is often able to 
earn a larger profit on a longer haul. 


(iii) Organisation of Distribution. 

General effects on distribution.—The most valuable general 
advantage which distributors have gained from the schemes is 
that they are now protected from undercutting by the minimum 
retail prices prescribed in the contracts. Previously their trade 
had been lable to suffer from price-cutting, particularly by pro- 
ducer-retailers during the flush season. This danger has now 
been almost entirely removed. 
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The larger distributors have gained another important advantage 
in that they no longer suffer loss on that milk, surplus to their 
liquid requirements, which has to be manufactured. Before the 
schemes came into being, distributors were usually able to obtain 
a proportion of their requiremeats at manufacturing prices, but 
they had to bear any loss in disposing of milk bought at liquid 
prices which could not be sold in the liquid market. Under the 
two main schemes, however, a large distributor only pays the 
liquid price for milk actually sold as such; for milk not so sold 
he obtains the rebate appropriate to the use made of the milk. 
This concession has not been extended to small buyers, largely, 
we understand, because of the difficulty and expense of checking 
their accounts. Those small buyers who were formerly able to 
obtain a proportion of their milk at manufacturing prices must 
now pay liquid milk prices for all their requirements. 


In this way the schemes have undoubtedly favoured the larger 
distributors. In consequence, the Amalgamated Master Dairy- 
men, Limited (representing the smaller London distributors) com- 
plained that this restriction of the manufacturing rebate put them 
at a competitive disadvantage and sought to have the restrictions 
removed in regard to all milk manufactured into cream. ‘The 
Committee of Investigation for England and Wales, to whom the 
complaint was referred, were, however, of the opinion that the 
action of the Board was justified, and that it was in the interests 
of milk producers and milk manufacturers as a whole and might 
therefore be said to be in the public interest. 

It may be noted that the main Scottish Board provides a special 
service to distributors whose average daily purchases exceed 20 
gallons. If such distributors find, at any time, that their require- 
ments exceed or fall short of the quantity supplied under contract, 
the Board undertakes, subject to certain conditions, to relieve 
them of the excéss or to make good the shortage. 


Another effect of the English scheme which is, at least poten- 
tially, of great importance, is the development of purchase from 
wholesalers brought about by the decrease in the number of dis- 
tributors buying on the Board’s contract. In the first contract 
period the number of contract buyers was nearly 20,000, but this 
had been reduced to some 16,500 by the third contract period. The 
Board has secured this result by refusing supplies to buyers who 
have not made prompt payment. It has also demanded satisfactory 
references or an adequate deposit before allowing credit to a new 
buyer. The buyers who have been eliminated are mostly small 
purchasers with only one or two contracts. It does not, of course, 
follow that those who no longer buy through the Board have given 
up their businesses. It is probable that most of them are still 
in business, but now obtain their milk through wholesalers. An- 
other cause contributing to the reduction in the number of buyers 
has, no doubt, been the refusal of the Board to allow manufacturing 
rebates to the smaller distributors. In order to balance their daily 
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supplies and sales more accurately, many of these have given up 
direct contracts with producers and now purchase their supplies 
from wholesalers. 


The development of large-scale wholesaling in towns makes for 
greater economy in bottling and processing, while the plant used 
for these purposes in the large wholesale depots is probably more 
efficient than that owned by some of the smaller retailers. It is 
obvious, also, that the concentration of these processes at a few 
points must greatly facilitate inspection. 


Distribution by producers.—Some 40 per cent. of all the pro- 
ducers registered under the schemes undertake the retail distribu- 
tion of at least a part of their milk. As is shown by Table 29 on 
page 3806, the number of licensed producer-retailers has increased 
in England and Wales, due mainly to the withdrawal of the exemp- 
tion of producers retailing less than one gallon a day. Under the 
Aberdeen scheme, there has also been some increase, probably to 
be ascribed to a tightening up in administration. There has been 
but little change in numbers in the other areas. ! 


The recorded volume of retail sales by producers in England and 
Wales increased in the second year from 110 to 113 million gallons. 
This was, no doubt, due mainly to the inclusion in the latter period 
of some 20,000 additional small producer-retailers. In the main 
Scottish area the figures for producer-retailers are combined with 
those for some other smaller classes of producers and are not 
clearly separable. It seems probable, however, that there has 
been a small decrease in their sales during the second year. ‘There 
is no reason to suppose that the relative position of producer- 
distributors has been affected by either of the schemes in the 
north and north-east of Scotland, but we are not in possession of 
figures for a sufficiently long period to enable a statistical com- 
parison to be made. 


(iv) Distributive Margins. 

The difference between the retail price of liquid milk and the 
price paid to the Board, known as the “‘ distributive margin ’’, is 
in fact made up of two margins, the wholesaler’s and the retailer’s, 
although it is often the same individual or firm who performs bot 
functions. | 


Nominal margins: Engiand and Wales.—It is not possible to 
make a comparison between nominal margins before and since the 
schemes came into operation because no particular margin was 
generally recognised before the introduction of the schemes. 


In the first contract period (October, 1983 to March, 1934) the 
Hnglish Board did not fix specific retail prices or margins, but 
merely stipulated that milk should not be sold below the prevailing 
retail price. Consequently no particular margin was generally 
recognised during this period. 
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For the second contract period (April to September, 1934) the 
Board fixed specific minimum margins for different types of area. 
For London and other large towns the minimum was 10d., which 
compared with a nominal margin of 112d. for the same period in 
the previous year. 

For the third contract period, which covered the full year 
(October, 1934 to September, 1985) the Board reached a com- 
promise with the buyers rather than allow the prices to be settled 
by the three ‘‘ Appointed Persons ’’. ‘The result of the agreement 
was to increase both the liquid milk buying price and the distri- 
butors’ minimum margins.* Compared with the previous period, 
the London distributors’ minimum margin rose by 1$d. per gallon ; 
the rise in minimum margins in other districts varied from jd. 
(rural districts) to 2d. (towns outside the South Eastern region 
with a population between 25,000 and 50,000). 

At the beginning of the fourth contract period the Board was, 
for the first time, in a position to prescribe prices without having 
to submit to arbitration in the event of disagreement with the 
distributors. The Board made use of this power to prescribe 
contract terms which included a reduction in the distributors’ 
minimum margin by an average of +%;d. over the year. The 
terms of the contract were the subject of complaints to the Minister 
by the Central Milk Distributive Committee (representing whole- 
sale buyers, both distributors and manufacturers) and by the 
Parliamentary Committee of the Co-operative Congress, and these 
complaints were referred to the Committee of Investigation for 
England and Wales. The decision of the Minister following the 
recommendation of the Committee had the effect of reducing the 
nominal distributive margin by only 4,d. per gallon over the year. 


Minimum margins for wholesale transactions by distributors have 
been prescribed by the Board for the second and the succeeding 
contract periods. In the second contract period the margin was 
fixed at 4d. per gallon for daily quantities of 1,000 gallons or 
more and at ld. for smaller quantities. In the following contract 
a more detailed classification was laid down, the margin varying 
from 4d. for daily quantities of 1,500 gallons or over to 14d. for 
quantities of less than 500 gallons. No alteration was made in this 
respect for the 1935-36 contract period. 


Nominal margins: Scotland.—The distributors’ minimum margin 
under the main Scottish scheme was fixed at 10d. per gallon for 
each month of the period December, 1933, to September, 1984. 
In the following contract year wholesale buying prices were changed 
for certain months. The effect of this was to vary the margin in 
these months, but the average over the year remained at 10d. 
per gallon. The contracts prescribed by the Board for the 1935-36 
period reduced the average margin to 94d. by lowering the retail 
price from 2s. to 1s. 8d. in May and June. The distributors made 








* See Tables 40 and 46 on pages 323 and 331. 
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complaint against this reduction, and the matter was referred to 
the Committee of Investigation for Scotland, who recommended a 
compromise. ‘The terms prescribed by the Board were, however, 
confirmed by the Secretary of State. 

The Aberdeen Board reduced the average of monthly minimum 
margins from 10d., at which it had stood for the year to 
30th November, 1934, to 94d. from the Ist January, 1935 (for the 
intervening month of December the minimum margin had been 
10d.). The distributors appealed to the Secretary of State, who 
directed the Committee of Investigation to report on the complaint. 
The Committee found that the Board’s action was not in the 
interests of the complainants, but they did not find that the Board’s 
action was not in the public interest. In a number of specified 
rural areas lower minimum retail prices are allowed. 

Under the North of Scotland scheme the retailers’ margin varied 
during the first complete year (October, 1934—September, 1935) 
between 9d. and 10d. per gallon according to the season, the average 
margin over the year being 9-46d. For the year 1935-36 the Board | 
has reduced the margin to 9d. in all months. 


Actual margins.—It is important to notice that the wholesale 
and retail prices prescribed in the contracts of the various Boards 
are all minima and that margins are only prevented from rising 
above the minima where competition is effective. If the dis- 
tributors in any district agree among themselves to charge a price 
higher than the minimum appropriate retail price, they are thereby 
able to widen their margins. Returns collected by the English 
Board from nearly 1,000 towns in lingland and Wales show that 
in a large number of towns distributors have been able to do 
this. During the six winter months October, 1934, to March, 
1935, the average retail price was above the appropriate minima 
in nearly one-third of these towns; and during the summer months 
April to September, 1935, the average retail price was above the 
minima in nearly half of these towns.* It does not follow, however, 
that prices exceeded the minima in every month; during July 
and August, 1935, the appropriate minima were the actual prices in 
almost all towns. 

On the other hand, retail prices below the prescribed minima 
may be allowed by the English Board in any area in which the 
majority of distributors request a reduction. It appears that in 
most of the areas in which advantage has been taken of this 
provision the distributors are in the main producer-retailers, who 
presumably found that their trade suffered from the increase in 
price which had occurred under the scheme. 

We understand that under all the Scottish schemes the pre- 
scribed minimum margins have been observed as the actual margins 
by distributors, except that the minimum fixed under the main 
Scottish scheme for May and June, 1936, was generally exceeded. 


in * See Table 22 on page 86. 
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General effects on margins.—The main effect of the schemes on 
margins. has been to standardise them irrespective of the service 
rendered. It is true that the Englsh Board’s contract for the 
year 1935-36 made a concession of Id. a quart in the case of 
farmhouse-door sales, but no general system of differentiation accord- 
ing to services has yet been adopted. In England, although there 
has been some levelling up of retail prices as between areas, they 
have not been made completely uniform; for example, the price 
in areas administered by rural district councils (or by urban 
authorities with a population of less than 10,000) was 34d. per gallon 
lower than in the largest towns in the South Eastern region during 
1935-36. 


It is impossible to ‘show definitely how the changes brought 
about by the schemes have affected distributive margins. ‘The 
absence of precise knowledge as to actual margins before the 
schemes came into force and the variations in Kngland and Wales 
between actual and minimum margins prevent any close com- 
parison, ‘The opinion that we have formed, however, is that in 
general the position of distributors has beea improved during the 
period of the operation of the schemes. Some of them have 
suffered through being compelled to pay liquid milk prices for 
the whole of their supplies and to bear the cost of disposing of 
their surpluses: others have been relieved of the cost of balancing 
as a result of the arrangements made for rebates on manufacturing 
milk. All have gained through the greater stability given to the 
industry. In the towns the tendency has been towards some 
intensification of the competition in services in place of the pre- 
vious competition in prices. The greatest gain has probably been 
obtained by those distributors who have given the least elaborate 
service. It is evident that the present disposition of all the Boards 
is to reduce the margin between wholesale prices and minimum 
retail prices, but it is too early to see what effect this will have 
upon actual margins. 


CHAPTER 10.—EFFECTS ON MANUFACTURE AND ON 
MANUFACTURING MILK PRICES. 


Two changes introduced by the milk marketing schemes have 
been of great importance in their influence upon the manufacture 
on anik products. .They:are:-— 

(i) the system of pooling the receipts from all sales of 
milk and equalising, to a large extent, the returns to 
producers ; 

(11) the extension of the principle of selling manufacturing 
milk at prices which are related to the selling prices of the 
manufactured products. 


The first of these, coupled with the low values of milk products 
generally, has meant that it has paid many producers better to 
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sell their milk in liquid form than to manufacture it on the 
farm. 'The second has enabled manufacturers to absorb the addi- 
tional supplies thus thrown upon the market. 


(i) Farm Manufacture. 


Before the schemes came into existence large quantities of milk 
were manufactured on the farm into cheese, butter and cream. 
The pre-scheme importance of farm manufacture in relation to 
the sale of liquid milk may be judged from the following figures* 
for 1924-25 and 1980-81. 


TABLE 23.—COMPARISON OF QUANTITIES OF MILK SOLD OFF Farms as LIQuiD 
Mink AND AS MANUFACTURED PRopUcTS IN ENGLAND AND WALES AND IN SCOTLAND: 
IN THE YEARS 1924-25 anp 1930-331. 


(Million Gallons). 











1924-25. 1930-31. 

England | Total | England Total 

and Scotland.| Great and Scotland.| Great 
Wales. Britain. Wales. Britain. 
Liquid milk a 818 114:1 932-1 949 119-4 | 1,068-4 
Butter... ee 120 8-8 128-8 140 8-3 148-3 
Cheese... ay 54. 15-1 69-1 60 14-6 74-6 
Cream ... z. 8 2-1 10-1 16:5 3°8 20-3 
Total ae ae 1,000 140-1 | 1,140-1 | 1,165-5 146-1 | 1,311-6 


The system of pooling returns from the sale of milk in the 
liquid and the manufacturing markets has had the effect of making 
it more profitable for most producers to sell their milk off 
the farm than to turn it into cheese or butter. As we have 
noted in Chapter 7, there appears to have been no striking increase 
in the total production of milk throughout the country since 
the schemes came into operation. During this period, too, there 
has been no large change in the quantity of milk sold for liquid 
consumption. On the whole it seems probable, therefore, that 
while the quantity of milk available for other uses including 
manufacture has increased, the increase cannot have been very 
great. The sales of milk for manufacture have, however, grown 
enormously, aad the additional supplies must represent in the 
main a reduction in the quantity of milk retained on the farm 
for manufacturing and other purposes. It would be difficult to 
form any reliable estimate as to how much of the additional milk 
now sold was formerly used in farm manufacture and how much 





* Taken from “The Agricultural Output of England and Wales, 1930-1931 ”’ 
(Cmd. 4605), “The Agricultural Output for Scotland, 1925’ (Cmd. 3191), and 
“The Agricultural Output for Scotland, 19380”? (Cmd. 4496). 
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was used in stock rearing, but the probability seems to be that the 
major part of the increase is due to the transfer of manufacture 
from the farms to the creameries and factories. 

The main Scottish Board was the first to take steps to counter 
these effects. In February, 1934, arrangements were made to 
induce farm cheese makers in the main Scottish area to retain 
their milk on the farm. In effect the Board agreed to make up 
to them the difference between the net value of the milk if sold 
off the farm (i.e. the pool price less transport charges) and its 
value if turned into cheese. In order to enable the Board to secure, 
in respect of milk made into cheese on the farm, the “’ repayable 
advances ’’ under the Milk Act, 1984* (which came into force 
a few months later) the arrangements were confined to producers 
keeping eight or more cows, which number has since been reduced 
to six. 


The English Board introduced a similar plan in April, 1984. 
They agreed to pay those farm cheese makers with at least eight 
cows (now six) who undertook to keep all their milk on the farm 
sums which amounted to about 2-4d. and 1-9d. per gallon, respec- 
tively, for milk made into hard cheese and into soft cheese. These 
sums included the ‘’ repayable advance ’’ under the Milk Act. 
The rate of assistance provided by the Board was increased during 
the second year and again during the third year. ‘The rate for 
1935-36, which varied between summer and winter and for hard and 
soft cheese, appears to have been sufficient to make the returns to 
farm cheese makers approximately equal to those which they would 
have received by the sale of their milk. 

No similar arrangement has been made either in England or 
in Scotland to assist the manufacture of butter on the farm. It 
is understood that one reason is that the administrative difficulties 
have, so far, been considered insuperable. Cheese production is 
mainly carried on by comparatively large-scale producers ; the cheese 
is made, and sold, in relatively large lots; and it is not difficult 
therefore to check quantities. Butter, on the other hand, is 
often made by small producers and is sold at frequent intervals 
and in small lots. Consequently the administration of the same 
_ type of scheme in relation to farm butter would be a much harder 
task. 

The following figures show the quantities of milk estimated 
to have been used in making cheese sold off farms in England 
and Wales and in Scotland in 1930-31 as compared with the 
quantities in respect of which the Boards made payments to 
farm cheese makers in the milk year 1934-35 :— 


1930-31. 1934-35. 


Million Million 

gallons. gallons. 
England and Wales ... ah re 60-0 14-0 
Scotland i se ae ee 14-6 O° 3 
Total... er 74-6 23°3 


* See Appendix I., page 295. 
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hese figures should not be read as meaning that farm cheese 
making has been reduced by two-thirds as a consequence of the 
schemes. The two sets of figures are not entirely comparable, 
since those for 1980-31 are estimates, whereas the later figures — 
are actual; and the later figures exclude some small cheese makers. 
Moreover, the serious decline in cheese prices before the schemes 
came into being must have reduced farm manufacture very con- 
siderably. At the same time social changes—such as the growing 
unwillingness of farmers’ wives and daughters to work long hours 
for small returns—were contributing materially to the decrease. 


It seems probable, nevertheless, that the simplicity of selling milk 
and the assurance of returns under the schemes have played 
a considerable part ra reducing farm cheese manufacture. In 
any case there can be little doubt that, without the special steps 
taken in the two larger areas to assist the farm cheese industry, 
the manufacture of cheese on the farm would have become con- 
fined to those farms whose products could command a special 
price by reason of exceptional quality. 

It is impossible to quote figures to indicate the present extent 
of farm butter making, though there is reason to believe that it 
has been declining rapidly. Unless the principles adopted for farm 
cheese are extended to butter, the higher returns from the sale 
of milk in liquid form seem bound to reduce butter making on 
farms in most districts to very small proportions. 


(ii) Factory Manufacture. 


The general position.—In England, before the schemes came into 
operation, the production of milk specifically for sale to factories 
had not been developed on a large scale, though there were a 
number of creameries established in Wales and in the west of 
England. Much of the factory manufacture was undertaken by 
firms engaged mainly in the liquid milk business but using a part - 
of their supplies in the production of butter, cheese, cream and 
condensed milk. In the south-west of Scotland a considerable 
number of creameries and factories were in existence, many of 
them owned by farmers’ co-operative societies. 


The encouragement given by the schemes to the sale of liquid 
milk by producers who formerly engaged in manufacture on the 
farm greatly increased the volume of milk available for purchase 
by creameries and factories. At the same time, the system of 
selling manufacturing milk at “‘ realisation ’’ prices, which is dis- 
cussed in the following section of this Chapter, enabled the factories 
to buy the additional milk. Table 85 on page 315 shows the 
increase in the sales of milk for manufacture from the first to 
the second year. Tables 37 to 39 on pages 318 to 322 show the 
quantities used in the manufacture of each of the principal products. 


The figures furnished by the Boards for the milk year which 
ended in September, 1935, showing the quantities of milk made 
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into cheese and butter in factories are not strictly comparable 
with those of the Census of Production of 1930-31. ‘They suggest, 
however, that during the four-year period the output of factory 
cheese nearly doubled and that factory butter increased fivefold. 
‘The production of condensed milk and milk powder has more than 
doubled since 1938. 


Size and location of factories.—With the object of minimising 
the costs of inspection and administration, the English and 
main Scottish Boards have both made it a condition of obtain- 
ing milk for manufacture at prices below the liquid milk price 
that the buyer shall take not less than a daily average of 500 
gallons; and the Knglish Board has made it a further condition 
that not less than an average of 300 gallons a day shall be manu- 
factured. All milk is purchased in the first stance at the current 
liquid milk price, and rebates are given at the appropriate rates 
to those licensed buyers who are able to show that the whole or 
a part of the milk has been used in manufacture. Under both 
schemes buyers of less than 500 gallons per day and, in England, 
buyers of more than 500 gallons who manufacture less than 300 
gallons a day, are themselves obliged to bear, as a business risk, 
any loss occasioned by the manufacture of their day-to-day sur 
pluses. It has been represented* that these buyers are unfairly 
_ treated in this respect but that they would be reasonably satisfied 
if provision were made to charge them for their surpluses at the 
prices applicable to milk for manufacture into cream. 


In granting or withholding manufacturing licences, the Boards 
have, no doubt, been influenced largely by the administrative prob- 
lem of exercising a check over the quantities of milk on which 
purchasers claim the manufacturing rebates. They have recognised, 
however, that other considerations, such as the rational siting 
of factories, are also important both from the point of view of 
producers and from that of the industry as a whole. But as yet, 
and in view of the lhmited control which, as producers’ Boards, 
they can exercise in this field, they have not been able to accomplish 
much in the way of changing the location of factories. In another 
connection we have been specially impressed by the need for more 
effective control over the factors which determine the areas from 
which liquid and manufacturing supplies are drawn. Several 
instances have been quoted to us to show that, in England, it 
has become a practice with some ‘‘ depot ’’ buyers to use their 
more distant depots for supplying the liquid milk market—pre- 
sumably in order to make a profit on the transport of such miulk+— 
and their less distant depots for manufacture. ‘There would clearly 
be a general saving if the milk required for liquid consumption 
could be drawn from the nearest sources and manufacture con- 
centrated in the more distant areas of production. 


—* See page 93. t See page 171. 
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Manufacture by the Boards.—Kach of the Boards has itself 
manufactured some part of the milk surplus to liquid require- 
ments. At an early stage the main Scottish Board took over a 
number of creameries in the south-west of Scotland, and we 
understand that it now owns 19 factories and is by far the largest 
manutacturer of milk products in Scotland. From the beginning 
of the scheme until September, 1935, the Board has been respon- 
sible for the manufacture of rather more than 50 per cent. of the 
surplus milk sold under the scheme. ‘Towards the end of the con- 
tract year 1935-36 the HKnglish Board was actually operating six 
factories, while six more were in active preparation ; and it is under- 
stood that further expansion is contemplated. The percentage of 
manufacturing milk actually dealt with by the Board is, however, 
still small. In the Aberdeen and North of Scotland areas the propor- 
tion of the total output used in manufacture 1s much less than 
under either of the two larger schemes, but the Aberdeen Board 
has itself manufactured some three-quarters, and the North of 
Scotland Board about one-quarter, of the retained surpluses of those 
areas. 

One advantage from the producers’ point of view in Board-owned 
factories is that they enable the Boards to obtain first-hand informa- 
tion as to manufacturing costs which provides a valuable guide 
in the negotiation of prices for manufacturing milk. On the 
other hand, manufacturing interests have complained that it is 
unfair that the Boards, while exercising the right to inspect and 
examine the accounts of privately-owned factories should, at the 
same time, enter into commercial competition with them. They 
have also urged that the competition between the Boards and other 
manufacturers is unequal, in that the Boards can sell their own 
products at whatever prices they will fetch. 

Apart, however, from these specific matters of complaint, it is 
the case that all manufacturers are dependent on the Boards—their 
competitors—for their supplies of raw materials, a situation that 
may lead to difficulties unless it is equitably and reasonably handled. 


(iii) The Method of Fixing Prices of Manufacturing Milk. 

The pre-scheme position.—In England, previous to the introduc- 
tion of the scheme, provision had been made in the contracts 
approved by the Permanent Joint Milk Committee for the payment 
of liquid milk prices for a proportion of the supply and for the 
payment of lower prices for the remainder, which was deemed to 
be surplus to liquid requirements and, therefore, to be used in 
manufacture. The details of the contracts were changed from year 
to year, and the position was complicated by the existence of the 
alternative forms, of contract which are described in the Grigg 
Report. In the last year (1932-33), however, most of the milk was 
sold under the contract known as Class II (6), which provided that 
a certain percentage, varying from month to month but representing 
an unweighted average of 75 per cent. throughout the year, should 


103 


be paid for at the full price and the remainder at a manufacturing 
price. ‘The manufacturing price, which was determined monthly, 
was 2d. less per gallon than the average price per lb. of Canadian 
and New Gealand cheese, with a minimum of 5d. per gallon. 
‘There was no provision under these contracts for the separate sale 
of manufacturing milk, apart from liquid milk, at special prices. 

In Scotland the problem of manufacturing milk was one that 
concerned mainly the south-west. Previous to 1927, the price of 
milk in the Glasgow area had been fixed at conferences between 
the National Farmers’ Union of Scotland and representatives of 
the distributive and manufacturing organisations. ‘Their arrange- 
ments provided for payment for surpluses at a rate related to 
the price of imported cheese. Towards the end of 1927 the Scottish 
Milk Agency was set up to sell the milk produced by its members, 
to make provision for the disposal of supplies surplus to liquid 
milk requirements and to equalise returns to the producers. ‘I'he 
membership of the Agency included a number of creameries, and 
milk for manufacture was sold to these creameries at prices fixed 
by the Committee of Management of the Agency. ‘The creameries 
were then free to use the milk in any form of manufacture, and 
they retained any profits and bore any losses; but in certain circum- 
stances the Agency was prepared to consider applications for allow- 
ances to meet losses. 

Both in England and in Scotland there were some creameries 
buying milk from individual producers specifically for manufacture, 
at rates that were agreed between the parties. In general, the 
practice of selling manufacturing milk separately from liquid milk 
was extending more rapidly in Scotland than in England. In 
both countries the value to be attached to manufacturing milk was 
arrived at by negotiation, but was apparently more or less related 
to the price of imported cheese. 


The position under the schemes.—Under the two main schemes, 
and to some extent under the schemes operating in the Aberdeen 
area and the North of Scotland, the broad principle on which 
manufacturing prices are now fixed is that the price charged to 
the buyer is determined by the commercial value of the finished 
product. Since this means that the price is variable, but is in 
all cases substantially below the liquid milk price, it is necessary 
to ensure that the milk is, in fact, used for the appropriate product. 

The precise method of applying the principle of “‘ realisation ’’ 
values 1s, however, not the same under all the schemes, nor for 
all products. In England the prices of milk for manufacture into 
certain products, including cream, dried milk and condensed milk 
for home consumption, have been fixed in the contract itself, 
and normally for the period of the contract. Prices of milk for 
manufacture into cheese, butter and condensed milk for export, 
on the other hand, were, until the 1935-36 contract period, all 
determined monthly by means of a formula based on the price 
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of imported cheese. For that period the price of milk for manu- 
facture into butter was fixed (following the Report of the Com- 
mittee of Investigation) by reference to the price of imported 
butter. 

In the main area of Scotland the prices payable in the 1935-36 
contract period for milk for manufacture into fresh cream and 
margarine and the formulae for determining the prices of milk 
for manufacture into butter and cheese were set out in the contract. 
The prices for other categories of manufacturing milk were fixed, 
usually for some months in advance, after consideration by a sub- 
committee of the Permanent Joint Committee. In the previous 
contract periods the price for each category of manufacturing milk 
was determined by one or other of the above methods, though not 
consistently by the same method in all the contract periods. 
Until February, 1985, the price of milk for cheese manufacture 
was related to the price of certain classes of imported cheese, 
though with some minor variations; and until April of that year 
the price of milk for butter manufacture was apparently assessed, 
in general, by reference to the current price of butter, but a — 
higher rate was charged to buyers with a market for skim milk 
and butter milk. Since these dates the prices of milk for cheese 
manufacture and for butter manufacture have been fixed by refer- 
ence to the wholesale prices, respectively, of cheese and butter 
manufactured in certain of the Board’s own factories and 
creameries; but milk for butter manufacture continued to be 
charged at a higher price to small manufacturers than to large, 
apparently on the ground that most small manufacturers are able 
to realise better prices for the by-products. 

A relatively large proportion of the milk sold for manufacture 
by the Aberdeen Board has been sold at a price based on the 
assumption that the milk would be used in making cream, though 
some of the milk sold at this price may have been used for making 
butter. More recently milk has been sold at a price appropriate 
to butter manufacture, and a small quantity has been sold for 
cheese manufacture at the statutory cheese milk price rounded up 
to the nearest farthing. The small quantity of milk disposed of by 
the North of Scotland Board for manufacturing purposes has been 
sold for cream and butter manufacture at prices negotiated with 
the buyers. 

General effects.—The extension of the realisation value system of 
selling milk for manufacturing purposes has gone far to remove 
the major difficulties that faced manufacturers in pre-scheme days. 
In the first place, it is now the common practice to make definite 
provision for the purchase of manufacturing milk as a separate 
commodity. Secondly, the price paid for milk is related to the 
price received for the particular manufactured product. The latter 
point is important because the prices of cream, butter, cheese and 
other products do not bear either the same relationship to the price 
of milk or a constant relationship to one another. 

The system of realisation values is thus designed to enable manu- 
facturers of all kinds of milk products to continue in business, while 
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securing to producers the maximum returns from each class of 
manufacturing milk. The system has not, of course, assisted 
manufacturers who do not purchase or manufacture sufficiently large 
quantities to obtain the manufacturing rebates. 

The evidence given to us by manufacturers shows that they 
fully approve in principle the realisation value system. ‘Their main 
complaints concern the precise methods of arriving at the prices; 
the prices themselves ; the competition of the Boards ; and—another 
matter altogether—the degree of protection from imports afforded 
to the home manufacturer. 


(iv) The Levels of Manufacturing Milk Prices. 


In England the prices paid for manufacturing milk under the 
contract of the Permanent Joint Milk Committee averaged 5d., 
43qd., and 5d. per gallon during the last three milk years preceding 
the introduction of the scheme. ‘The price paid during the first 
year of the scheme averaged 4-96d. and during the second year 
4.8l1d. There has thus been little difference in the average returns 
per gallon. The figures are, however, not entirely comparable, 
because the manufacturing price paid before the schemes came into 
being was usually a flat price paid on a fixed percentage of milk, 
which was not necessarily the quantity used in manufacture, whereas 
the figures for the last two years are averages of the prices paid 
by approved manufacturers for the milk actually used in manufac- 
ture. 

The average realisation values obtained under the main Scottish 
scheme during the years ended November, 1934, and November, 
1985, were 4-99d. and 4-73d. per gallon, respectively. Owing to 
the lack of precise data, we have not found it possible to compare 
the prices of manufacturing milk under the schemes in Scotland 
with those prevailing before the schemes came into operation. 

The following Table* compares the annual average prices received 
under the schemes for milk used in the manufacture of the principal 
products during the last two milk years. 


TABLE 24.—ANNUAL AVERAGE Prices oF MILK MANUFACTURED INTO THE 
PRINCIPAL PRODUCTS. 





Condensed 


anole Fresh cream. 


Cheese. Butter. 





Scheme. 


1933 | 1934 | 1933 
—34. | -35. | 34. 


1934 | 1933 | 1934 | 1933 | 1934 
—35. | -34. | -35. | -34. | 365. 





(pence per gallon) 

England and Wales ... | 3:60 | 3-50 | 3-61 | 4-07 | 6-00 | 6-00 | 7-96 | 7-50 
Scotland (main area)... | 3-19 | 2-73 | 5-22 | 4-01 | 5-19 | 5-16 | 6-59 | 6-83 
Aberdeen and District | — | 2:91); — | 3:58; — ae basa S- QA 
North of Scotland ...| — | 3-11! — | 3-63 | — ae be [907 


Note.—The Aberdeen and North of Scotland schemes did not come into operation 
until the latter half of 1934. 


* See also Tables 43 and 44 on pages 326 and 327. 
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‘he figures in this Table illustrate the differences in the prices 
obtained for milk for manufacture into various products which 
result from the realisation value system. ‘They indicate, too, 
the differences between the realisation values of milk under the 
English and main Scottish schemes. The prices at which the 
small quantities of manufacturing milk are sold in the Aberdeen 
and North of Scotland areas cannot appreciably affect prices over 
the rest of the country. 

here has been no regular seasonal trend in manufacturing milk 
prices either before or since the schemes came into operation, 
though during the spring and early summer a larger proportion of 
the increased output has to be sold for butter and cheese-making, 
thus reducing the average of the returns per gallon to producers 
at that season. Long-term price trends for milk used in the 
manufacture of most milk products obviously depend very largely 
upon the course of prices of competing imported products. 


(v) Marketing of Milk Products. 

Great changes have been brought about in the manufacturing 
industry by the enormous increase in factory manufacture which 
has taken place since the schemes came into berag, and by the 
entry of the Boards into the manufacturing field. ‘These develop- 
ments have taken place so rapidly that the industry has not yet 
had time fully to adjust itself to the new conditions, and there 
are a number of problems which still await solution. 

Difficulties have arisen under the schemes in consequence of the 
differences in realisation prices charged by the several Boards for 
milk for manufacture into the same product. Where the price 
of milk for manufacture into a particular product varies from one 
scheme to another, an opportunity is given to manufacturers in 
one area to undersell those in another. A special case of this general 
difficulty arose out of the arrangements that were agreed upon 
by the English and main Scottish Boards in order to hmit the 
competition of Scottish milk supplies in the English market. The 
Hneglish Board undertook to pay compensation to the main Scottish 
Board on the quantity by which it reduced its sales of liquid milk 
into England. The milk retained by the Scottish Board under 
this agreement had, of course, to be used for manufacture ; so that 
competition between schemes in the primary product was eliminated 
only to create increased competition in secondary products. 

The most important attempt that has so far been made to solve 
this problem consists in the series of agreements reached between 
the two main Boards and manufacturers in Great Britain, Northern 
Ireland and the Irish Free State regarding the price at which 
cream should be sold in England. The effect of these agreements 
has been to raise the wholesale price of cream, but there have, 
nevertheless, been many complaints that they are not strictly 
observed by all the parties concerned. In any case, agreements 
in respect of cream alone provide no solution for similar difficulties 
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in respect of butter, cheese and condensed milk. It seems clear 
that any permanent system of realisation prices should take account 
of the possibilities of trade in all these products between the 
different scheme areas, though the actual prices might need to 
be adjusted by reference to such factors as differences in the 
cost of transport. It is understood that the Marketing Boards 
Co-ordinating Committee has had this problem under review at 
some of its meetings. 


Negotiations between the interests concerned have been in pro- 
gress for some time past with the object of promoting a secondary 
products scheme under the Agricultural Marketing Acts, and a 
draft scheme has now been formally submitted. So far as Great 
Britain is concerned, such a scheme should do much to overcome 
difficulties relating to prices for milk products. 


(vi) Efficiency of Manufacture. 


Quality.—The finest qualities of home-produced cheese are made 
on the farm, and a considerable proportion of the total farm pro- 
duction fetches higher prices than factory cheese. Some high 
quality butter also is made on the farm, but the general standard 
is low. Farm butter making is a less specialised industry than 
farm cheese making. 


The manufacture of butter on a large scale makes for uniformity 
of quality at a higher level than the average secured on the farm. 
It also provides the basis of a better sales organisation. For these 
reasons the tendency to substitute creamery for farm manufacture 
of butter should represent, on the whole, a movement towards 
improved efficiency. 

It is more doubtful, however, how far, in the interests of efficiency 
of manufacture, factory cheese should be allowed to replace farm 
cheese. Factory processes might be expected to lead to greater 
uniformity and to certain economies, and if cheese making as a 
whole is to increase considerably, it seems desirable that most of 
the increase should take place in the factory. The factory product 
would supply the popular need for a uniform and cheap article. 
— But it will probably still be necessary to look to the best farm 
cheese makers for the product of the highest quality, and the Boards 
have done well in enabling the farm cheese industry to continue. 


By-products.— Where manufacture is undertaken on the farm the 
by-products are available for immediate use. Frequently the utilisa- 
tion value of skim milk and butter milk for stock feeding was an 
appreciable factor in the returns from farm manufacture. The ex- 
tension of factory manufacture has accordingly given new importance 
to the problem of the disposal of by-products. 


The manufacture of condensed skim milk has expanded rapidly 
in this country during the last few years. Moreover, some steps 
have been taken to prevent the wastage of by-products which are 
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not utilised in further manufacture. ‘Thus, in some places both 
in England and in Scotland, arrangements have been made, as in 
Northern Ireland, to return skim milk to the farm; and the main 
Scottish Board have themselves undertaken bacon pig production. 
According to a recent statement of the Vice-Chairman of the main 
Scottish Board, no skim milk is now wasted by any of the Board’s 
factories : and after making full allowance for the costs of manu- 
facture, the return from skim milk used in their dried milk and 
casein plants amounts to £55,000 per annum. 

Over the country as a whole, however, large quantities of skim 
milk are not only wasted, but are a source of expense and in- 
convenience to the factories which have to dispose of them in 
accordance with the requirements of the sanitary authorities. It 
is generally recognised that stock feeding is the best method of 
disposal for skim milk, but the full employment of this method 
would require an organisation that has yet to be created in most 
areas. ‘I'he principal difficulties seem to be the risk of spreading 
disease due to the dispersion of bulked skim milk throughout the 
whole of an area serving a factory, and the fact that the churns 
in which the skim milk is distributed must be used again to send 
fresh milk to the factory. It seems necessary, therefore, that 
satisfactory arrangements should be made for the sterilising of 
churns on the farm and for the pasteurising of skim milk before 
its despatch from factories. 

Widely varying estimates are put upon the feeding value 
of skim milk, but under most circumstances it is probably not less 
than ld. per gallon. If satisfactory arrangements could be made 
by which this by-product became available for stock feeding, the 
saving of ld. per gallon on milk sold for manufacture at about 4d. 
per gallon would be considerable. It is, therefore, highly important 
that attention should be given to the problem of using most 
economically the large quantities of by-products now concentrated 
at factories. 


CHAPTER 11._EFFECTS ON THE CONSUMPTION OF 
LIQUID MILK. 


(i) The General Level of Consumption. 


The statistics furnished by the English and the main Scottish 
Boards showiag the quantity of milk sold for liquid consumption 
in their areas include a certain quantity of milk which is sold at 
liquid milk prices to distributors not entitled to the manufacturing 
rebates, but which is subsequently used in manufacture; and, 
on the other hand, they exclude milk which is sold outside the 
schemes. While, therefore, these statistics do not give a strictly 
accurate measure of the quantity of milk used for liquid consump- 
tion, they afford the best information available to show any changes 
that may be taking place in the consumption of liquid milk since 
the schemes came yato operation. There are, in any case, no 
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corresponding figures for pre-scheme years with which a comparison 
could be made. As both the Aberdeen and North of Scotland 
schemes came into force in the latter half of 1934, it has not been 
possible to compare quantities for even the first two years of their 
operation. In both areas the proportion of mulk sold by producers 
exempt from registration is much greater than in the main Scottish 
area or in England and ‘Wales. 

The statistics seem to show that, over the short period that 
can be considered, the effects of the schemes on the total con- 
sumption of hquid milk have not been marked. Figures for the 
second year of the scheme show an increase of consumption in 
England and Wales of about 5 per cent. compared with the first 
year. But.in some respects the Board’s returns are more compre- 
hensive for the later period. For example, in October, 1934, 
the Board withdrew the exemption of producer-retailers selling 
less than one gallon per day. ‘This affected some 20,000 producers ; 
and if these sold an average of two quarts daily, their inclusion 
would account for over 3$ million gallons. It should also be noted 
that the Mulk-in-Schools scheme was in operation during the 
latter of these two periods. If the additional quantity of milk 
sold in schools as a result of the specially low price is excluded, 
and if the suggested allowance for the inclusion of small producer- 
retailers is taken into account, the sales for liquid consumption in 
1934-35 show an increase over 1933-34 of about 2 per cent. 

Under the main Scottish scheme, the ten months December, 
1934, to September, 1935, show an increase in liquid sales of 
4 per cent. over the corresponding months of the previous year.* 
In that case also the increase includes milk sold under the Milk- 
in-Schools scheme: but the situation 1s not complicated by the 
inclusion of any additional group of producers. If the school milk 
is excluded, the figures for the later period show an increase in 
sales of liquid milk of about three-quarters of one per cent. 

By regulating competition among producers and among distri- 
butors the schemes have strengthened the position of both in 
relation to consumers, and one result has been, as we have seen, 
that the consumer has had to pay higher prices for his milk. 
Since the rise in prices has not, apparently, reduced demand in 
general, it might seem that the demand for milk is relatively 
insensitive to small price-changes. This view gains support from 
previous experience that the usual price changes from summer to 
winter and vice versa had little effect on the volume of sales. 


It is probably safe to assume, however, that the long-term 
effects of price changes are much greater than these figures suggest. 
It must be remembered that, during the period under review, 
the purchasing power of the public has been increasing, and as the 
demand for milk is known to be sensitive to changes of income, 


* The comparison is only over ten months because the Scottish scheme did not 
come fully into operation until December, 1933. 
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this would be expected to show itself in increased sales. ‘The 
expansion of liquid milk sales which might have been expected 
appears to have been delayed, if not prevented, by the higher 
prices that have ruled. 


(ii) Consumption in Urban Areas. 


Retail prices appear to have risen generally throughout England 
and Wales, though, as we have pointed out earlier, the schemes 
may not be entirely responsible. The extent of the increase 
has varied considerably from place to place. A sample taken 
from the figures of predominant retail prices in a number of 
English towns for 1932-33 (before the scheme came into force) 
and for 1934-35, shows price increases ranging from 54d. down 
to 2d. per gallon in towns with a population of more than 100,000 
and increases ranging from 42d. down to $d. in smaller towns. 
The Consumers’ Committee estimated that the higher minimum 
retail prices prescribed in the 1984-35 contract would cost consumers 
in London alone an additional £500,000 in that year. 


In the area of the main Scottish scheme, as we pointed out in an 
earlier Chapter, the effect of prescribing a level retail price through- 
out the year has been to lower the price in certain parts of the east 
of Scotland, more particularly in Edinburgh, during the winter and 
to raise the price in Glasgow and the west during the summer. The 
Glasgow area is the most thickly populated part of Scotland. 


Any increase in the retail price of milk is bound to be a matter of 
moment to consumers, and particularly to those whose budget 
allowed for only a small quantity of fresh milk even before the rise 
in price. ‘The price increases have necessarily,had their greatest 
effect on the poorest consumers, that is, on those whose consumption 
was already far below the general standard for the country. It is 
an unfortunate fact that, other things being equal, parents with a 
number of children have the least to spend on foodstuffs, and it is, 
of course, among such families that the need of milk is greatest. 


(iii) Effects on Rural Consumers. 


Before the schemes were introduced the retail price of milk was 
generally lower in rural areas than in towns, partly by reason of their 
nearness to the source of supply and partly by reason of the less 
elaborate distributive service. 


In England and Wales the effect of standardising wholesale prices 
has been mitigated by fixing lower minimum prices in rural areas ; 
for example, the annual average minimum price in areas admin- 
istered by rural district councils (or by urban authorities with a 
population of less than 10,000) was in 1934-85 and again in 1935-36, 
34d. per gallon lower than in London; and the latter contract 
also allowed sales at the farmhouse door at 1d. a quart below the 
minimum retail price. During the first year retail sales of not more 
than one gallon a day were exempt from the provisions of the 
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English scheme governing producer-retailers; but this exemption 
was withdrawn at the beginning of the second year. Producers 
selling only small quantities to a few neighbours have been exempt 
under all the Scottish schemes since their introduction. The main 
‘Scottish Board has not provided for any further local variations in 
the minimum retail prices. The Aberdeen Board has granted 
special permission to sell milk by retail in certain rural districts at 
specially reduced prices. The North of Scotland Board has taken 
the view that no special steps are needed, owing to the existence 
of a very large number of small producers exempted from the 
scheme, over whom no price control is exercised. 


We have been informed that, notwithstanding these measures, 
the prices charged to rural consumers both in England and Wales 
and in Scotland have, in fact, risen very considerably in most paris 
and that there has been a reduction in consumption in consequence. 
The main reason is no doubt that, whereas in pre-scheme days pro- 
ducers often found it suited them better to sell milk locally at low 
prices than to send it away for manufacture, they are no longer 
allowed to sell milk either by wholesale or by retail at less than 
the prescribed minimum prices. | 


Though many individual instances of increased prices have been 
quoted to us, it is obviously difficult to secure evidence that is general 
in its application, or to furnish an appreciation of the resulting 
situation over the whole area of the schemes. We are of opinion, 
however, that the incidence of the schemes on consumption has 
been most marked in rural areas, since the re-sale clauses of the 
contracts, together with the fixed selling prices for producer- 
retailers, have brought about a greater increase in milk prices to 
rural than to urban consumers. 


It has also been pointed out to us, with particular reference to 
England and Wales, that the schemes have had another unfortunate 
effect in many smal! villages. Before the schemes came into 
operation small quantities of milk were usually available, even at 
the dairies of those local farmers who sold the great bulk of their 
production on contract. Under the schemes such sales are pro- 
hibited unless the producer is a licensed retailer. Although a 
producer-retailer licence can be obtained free of charge, it carries 
with it an obligation to make returns and contributions to the Board. 
Jf the local retail trade is very small, farmers do not consider it 
worth while to take out a licence. This has sometimes given rise 
to the paradoxical situation that, even in predominantly milk- 
producing neighbourhoods, local inhabitants have found it impossible 
to obtain fresh milk. Although the same difficulty was known to 
occur even under pre-scheme conditions, it has been imtensified 
under the schemes. In such circumstances there is a strong 
incentive for the villagers to take to condensed milk, which can be 
bonght conveniently in the village shop. 
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(iv) Views of the Consumers’ Committees. 


In accordance with the provisions of the Acts, Consumers’ Com- 
mittees are charged with the general duty of considering and report- 
ing to ‘‘ the Minister ’’’* on the effects of agricultural marketing 
schemes on consumers, as well as with the duty of investigating 
specific complaints. We do not propose to attempt to summarise 
the Reports that have been made by these Committees from time 
to time, but in view of the special attention that the Committees for 
England and Wales and for Scotland have given to the effects of 
the milk marketing schemes on consumers and on consumption, 
we think it desirable to call attention to some of their general 
conclusions. 

The English Committee have consistently cast doubt upon the 
desirability of fixing retail prices or retail margins as a corollary 
of fixing wholesale prices. In a Report, dated 18th February, 1935, 
which the Minister of Agriculture and Fisheries referred to our 
consideration, the Committee found that the retail price of milk 
had generally risen during the period of the scheme and expressed 
the opinion that the prescribed minimum retail margins were 
not low enough to make allowance for the wide variations in the 
character and cost of services. In support of their contention that 
the fixed minima were excessive, the Committee cited the number 
of applications made to the Board for reductions in the minimum 
retail prices. 

The Committee stated further that they were impressed by the 
danger that higher prices, by encouraging production and reducing 
consumption, might actually depress the price received by producers, 
owing to the greater proportion of milk going to manufacture at 
low prices. This danger, they suggested, might be mitigated by 
increasing the proportion of milk going into liquid consumption. 
The success of the Milk-in-Schools scheme had shown how the 
machinery of the Board could be used to increase consumption. 
Both producers and consumers would gain from a suitable arrange- 
ment by which milk now going into manufacture could be sold at a 
specially low price for liquid consumption, provided that these 
sales were a net addition to the present consumption of fresh 
milk. The Committee also considered that there should be adequate 
representation of consumers’ interests before prices were fixed. 

The Consumers’ Committee for Scotland has protested on behalf 
of rural consumers against the uniformity of retail prices. In 
the opinion of the Committee, having regard to the proximity of 
rural consumers to the source of supply and in view of the simplicity 
and much smaller extent of the services, the charge of the same 


* In the Agricultural Marketing Acts “the Minister’? means, in relation 
to a scheme, committee or commission applicable to :— 
(a) Great Britain, both the Minister of Agriculture and Fisheries and the 
Secretary of State for Scotland acting in conjunction ; 
(b) England only, the Minister of Agriculture and Fisheries; 
(c) Scotland only, the Secretary of State for Scotland. 
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retail price to both urban and rural consumers is not justified. The 
Committee favoured the classification of distributors according to 
the type of service rendered, with appropriate variation of the 
distributive margin. 


This Committee has expressed to us the opinion that a reduction 
in the price of milk would lead to increased consumption and that, 
in view of the benefits that such increased consumption would have 
on the health of the community, every endeavour to this end should 
be made. It is the view of the Committee that pure milk should 
be made available to the whole community at a price which even 
the poor can pay. While aware of the steps which have already 
been taken to make cheap milk available to certain classes of the 
community, the Committee consider it still more essential that 
there should be a reduction in price to the ordinary consumer. 


The general attitude of both the English and the Scottish Con- 
sumers’ Committees towards the milk marketing schemes displays 
anxiety at the tendency towards higher retail prices. This attitude 
does not imply opposition to the organisation of agricultural mar- 
keting; on the contrary, the Committees evidently consider that 
the schemes could be, and should be, operated for the ultimate 
benefit of consumers as well as of producers. 


(v) Efforts to Stimulate Consumption. 


The Boards have, either independently, in co-operation with 
distributors, or in conjunction with the Government, attempted 
in a number of ways to increase the consumption of liquid milk. 
The Boards’ own efforts were greatly stimulated by the Milk Act, 
1934,* which empowered ** the Minister ’’ to pay up to one-half of 
the cost of approved schemes for increasing the demand for milk. 
Under Section 11 of that Act, Exchequer grants are being made 
for the provision of cheap milk for school children, for an enquiry 
into the nutritive value of milk, and for general publicity. These 
erants are available for three years to a total of £14 million. 


Before the introduction of the marketing schemes, money for 
various forms of publicity had been raised from producers and 
distributors under the negotiated agreements, but the marketing 
schemes have made it possible greatly to extend the scope of the 
efforts to stimulate consumption in the last two years. The English 
Board has had the advantage of the co-operation of the National 
Milk Publicity Council, but in Scotland the Boards make all their 
own arrangements for propaganda and publicity. There is also, 
in Hngland, an Advisory Committee on Milk Publicity, under the 
chairmanship of Lord Astor, which was appointed by the English 
Board to advise on the general question of milk publicity in con- 
nection with the Milk Act. 





* See Appendix I on page 295. 
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Milk in Schools.—Before the Milk Act was passed, a scheme 
for the distribution of milk to school children had already been in 
operation in England and Wales. This scheme, promoted by the 
National Milk Publicity Council, was started in 1927, and by 1933 
nearly 81 million gallons were supplied during the year to some 
900,000 children. The milk was distributed in one-third pint 
bottles at 1d. each. As a result of the Milk Act, it became possible 
for the Boards to provide milk for school children at the specially 
reduced rate of $d. per one-third pint bottle. 


The present Milk-in-Schools schemes are operated on the same 
basis by all four Boards. The distributors agreed to accept a margin 
of 6d. per gallon; the Board receives 6d., and the Government 
pays to the Board part of the difference between this 6d. and the 
Board’s standard selling price for liquid milk. In Scotland Grade 
“A ’’ (T.T.) milk is, wherever possible, supplied to the children. 
Not only do the children benefit by the increased consumption, but 
in so far as the milk sold in schools represents a net increase in 
liquid consumption, the Board receives, with the Government grant, 
an average price higher than it would have obtained if the milk 
had been used in manufacture. On the other hand, 1t should not 
be overlooked that the quantity of school milk sold in pre-scheme 
days in England and Wales obtained virtually the full liquid price. 


It is hoped that, as a result of the schemes, the younger generation 
will acquire the habit of drinking milk. In some quarters it has 
been suggested that the additional milk drunk in schools has re- 
sulted in a decrease in home consumption. No doubt there have 
been decreases in the consumption of some families, but there have 
also been increases by others, and we are not aware of any evidence 
to show that there has been a net decrease in home consumption 
as a result of the school milk schemes. 


In October, 1934, the first month of the operation of the new 
Milk-in-Schools scheme in England, nearly 2 million gallons were 
consumed in schools. In October, 1935, the corresponding quantity 
was nearly 2-3 million gallons. The total quantity of milk taken 
during the first year was nearly 23 million gallons. During 1935, 
the number of children taking the milk under the English scheme 
was generally between 23 and 2? million, but the number of children 
fluctuates somewhat from month to month. Latterly, however, 
there has been some falling off in school milk consumption in a 
number of districts. | Under the Scottish schemes, during the 
calendar year 1985, some 300,000 children took the milk, the 
amount consumed being about 220,000 gallons per month. 


As a rule the milk is only available at the school on school 
days. There are administrative difficulties in distributing milk from 
centres to school-children during the holidays and attempts to over- 
come them have not, in most cases, met with much success. The 
same kind of difficulty would be encountered under any scheme for 
supplying milk from centres to children under school age. During 
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the past summer, however, the main Scottish Board has been ex- 
perimenting with centres in Glasgow at which both school children 
and younger children were able to obtain milk for consumption on 
the premises at the price of $d. per bottle of one-third of a pint. 


The nutritional inquiry —The Enelish and Scottish Boards, 
acting on the advice of the Advisory Committee on Milk Publicity, 
have undertaken experiments designed to ascertain the effects on 
the health of children of the consumption of milk in varying quanti- 
ties and to obtain evidence on the relative values of raw and 
pasteurised milk. Using for the principal investigation the facilities 
afforded by the Muilk-in-Schools schemes, inquiries, tests and ex- 
aminations have been undertaken by experienced workers in co- 
operation with school medical officers and teachers. The main 
tests, covering a period of a year, were carried out with some 
8,000 school children in five selected areas, one of which is in 
Scotland. The Exchequer is contributing £5,000 towards the cost 
of these experiments. 


General publicity.—The National Milk Publicity Council under- 
takes general publicity work in England and Wales in the form 
of films, exhibitions, lectures, pamphlets and posters. One of the 
most promising of the Council’s activities is the launching of 
schemes for the supply of milk to workers in factories, mines 
and offices. As a rule the milk is bought from a local distributor 
on terms which permit its re-sale at 1d. per one-third pint, equiva- 
lent to 2s. per gallon. Normally there is found to be a cumulative 
increase in the volume of sales: it is interesting to note that in 
one area where a local distributor had opposed sales in mines on 
the ground that they would reduce home consumption, there 
was actually an increase in home consumption after the special 
supply to the mines had been started. The Council also organises 
““ Milk Weeks ”’ in towns, aad 1t considers these concentrated local 
campaigns to be more effective than a wider diffusion of the avail- 
able resources. ‘These activities include poster and window dis- 
plays, house-to-house distribution of leaflets, publicity in the local 
press and the establishment of milk bars. 


Before the Milk Act came into force in August, 1934, the Hnglish 
Board had collected about £40,000 by means of a publicity levy 
during May of one-eighth of a penny per gallon from distributors, 
to which an equivalent sum was added from the Board’s funds, 
representing the producers’ contribution. The total of about 
£80,000, less ten per cent. reserved for research purposes, was 
entrusted to the administratioa of the National Milk Publicity 
Council. After the Milk Act came into force, the Board sub- 
mitted proposals to the Government for a special publicity campaign 
during 1985 in Hngland and Wales, estimated to cost £60,000. 
These proposals were approved, and the expenditure was met as to 
one-half from the money subscribed by the Board to the fund 
already referred to, and as to one-half by grant from the Exchequer. 
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A similar publicity scheme for 1936, which will qualify for a 
hike contribution from the Exchequer, has been approved. 


In 1935 the main Scottish Board inaugurated a publicity scheme, 
estimated to cost £17,000. No special levy was raised for the 
purpose. ‘The Government contributed one-half and the Board’s 
share of the expense fell on the general pool funds. <A similar 
scheme has been continued in 1936 at an estimated cost of £26,000 
for the year. The main Scottish Board is also making efforts 
to popularise the drinking of milk in offices and factories. Sales 
of this character within the scheme area amount to some 5,000 to 
6,000 one-third pint bottles per day during the summer months. 
It is understood that these sales have yielded the Board a profit 
after paying all the expenses of canvassing and of other necessary 
arrangements. 

In 1935 the Aberdeen Board also inaugurated a publicity scheme 
to cost £1,600, and a similar scheme, estimated to cost £2,000, is 
in operation during the year 1936. 


Reduced prices in selected areas.—The Milk-in-Schools plan was _ 
the first considerable experiment in selling milk at differential 
prices to different classes of consumers. The English Board has 
recognised that, to enable the potential demand for milk on the 
part of certain other groups to become effective, a substantial 
reduction in the retail price to them may be necessary, and the 
Board has declared its readiness to participate in experiments to 
this end, with particular reference to children under school age 
and to expectant and nursing mothers. ‘The Board proposed to 
carry out a scheme for special price reductions to the unemployed 
in Merthyr Tydfil, somewhat on the lines of an experiment con- 
ducted by the Potato Marketing Board at Bishop Auckland.* Un- 
fortunately the plan had to be abandoned temporarily as the Board 
and the distributors were unable to agree upon terms. An experi- 
ment on similar lines was begun in the Rhondda Valley in July, 
1936, and is to be continued until September, 1937. The Com- 
missioner for the Special Areas, the Rhondda Urban District Council 
and the local distributors are co-operating with the Board in a 
scheme for the supply of milk to children and to nursing and ex- 
pectant mothers at a price of 2d. per pint. The milk is delivered, 
and the minimum quantity to be supplied is one pint per day. 
The distributors receive a reduced margin of &d. instead of the 
normal 10d. per gallon, and the Commissioner for the Special 
Areas contributes about 33d. per gallon, so that the Board obtains 
about l1dd., i.e. approximately the average pool price, for each 
gallon of milk sold in this way. 

The Scottish Board has also indicated its willingness to consider 
the organisation of a scheme on similar lines. The Aberdeen Board 
has recently begun to supply milk at 2d. per pint to persons in 


* See ‘An Experiment in the Distribution of Potatoes at Bishop Auckland,”’ 
published by the Potato Marketing Board, price 1s. 
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the City of Aberdeen who are in receipt of outdoor poor relief or 
unemployment insurance relief, and who can produce a certificate 
from the Public Assistance Department of the Town Council. The 
distribution is made from a special depot, as the Board and the 
local distributors were unable to agree on terms for the distribution 
of such milk through the ordinary retail channels. Hixperiments 
of these kinds should provide valuable information as to the elas- 
ticity of the demand for milk among necessitous classes and in 
depressed areas. 


Quality improvements.—One result of the Accredited Milk scheme 
in England in improving production methods should be to 
strengthen public confidence in the milk supply, and thus indirectly 
to stimulate demand. Such a result would naturally take time 
to make itself felt. It is too early yet to form any estimate of the 
effect of the Accredited scheme on milk consumption. 


CHAPTER 12.—SUMMARY OF THE EFFECTS OF 
THE SCHEMES. 


In the preceding Chapters we have attempted to examine.in some 
detail the influences that the schemes have had and are having 
on the various interests that are concerned with the sale and 
purchase of milk. In some cases these changes have already become 
well defined. In others, the time that has elapsed since the in- 
ception of the schemes is too short to judge definitely of effects, 
though tendencies have begun to show themselves more or less 
clearly. We propose in this Chapter to bring together our main 
conclusions as to these effects and tendencies in order that they 
may point, in turn, to the main problems that call for con- 
sideration in connection with the schemes. 


Effects on producers and production.—Before the milk marketing 
schemes came into operation individual producers were competing 
against one another for markets, though the intensity of the 
competition was modified to some extent as a result of agreements 
between the voluntary organisations of producers and those of dis- 
tributors and manufacturers. Hach of the schemes has substituted 
a co-ordinated system of combined selling. For all practical pur- 
poses price competition between producers no longer exists; the 
prices at which producers may sell are fixed by their own Boards. 

Over the industry as a whole these prices are sufficient to give 
somewhat higher returns to producers than they were receiving 
previously and, without much dcubt, substantially higher prices 
than they would have received during the last few years had there 
been no statutory schemes. The immediate improvement in returns 
resulting from the schemes was, however, not uniform. It was 
more marked in Scotland than in England and Wales, and more 
marked in the outlying regions of England and Wales than in 
those close to the main consuming centres. In spite of the general 
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improvement many producers, and certain classes of producers par- 
ticularly, maintain that the prices which they receive under the 
schemes are still unremunerative. 


Again, individual producers have not all fared alike under any 
of the schemes. Some have gained appreciably, not only in com- 
parison with what their position would probably have been without 
the schemes, but also in comparison with their pre-scheme position. 
Others have definitely lost as compared with their pre-scheme posi- 
tion, but it is impossible to know how they would have stood had 
there been no schemes. 


The Boards have guaranteed a market for all the milk that pro- 
ducers choose to sell; and because low prices have ruled for milk 
products and store cattle, it has been more remunerative to pro- 
ducers to sell their milk in liquid form than to continue to manu- 
facture or use it on the farm. In consequence there has been a 
very large increase in the volume of milk sold off the farm in 
England and Wales and in the main Scottish area, and a decrease 
in the farm manufacture of butter and cheese. The decline in farm ~ 
cheese manufacture has been partially arrested by the action of 
the two Boards in giving financial assistance to farm cheese makers 
with the object of helping them to continue cheese-making. ‘There 
is no similar arrangement for butter. 


Because of the larger volume of milk seeking a market, increasing 
quantities of milk have necessarily been sold at low prices for manu- 
facture. In consequence, although the wholesale price of lquid. 
milk rose considerably in England and Wales, the pool prices paid 
to producers rose very little during the second year. In the main. 
Scottish area both wholesale and pool prices remained steady. ‘The 
failure of higher liquid milk prices to raise producers’ returns corre- 
spondingly has been disappointing to the whole of the producing 
industry. 


In particular, the growing gap between the price realised for 
liquid milk and the price payable to producers has caused discontent 
on the part of those producers who formerly were able to sell. 
the whole, or the greater part, of their milk into the liquid market. 
More especially has it caused disquiet among producer-retailers, 
who, as a class, have direct access to the liquid milk market, but 
who, under the schemes, have had to pay a levy in respect of manu- 
facturing milk. One object of the schemes, however, was to improve 
the position of producers who were formerly supplying the manu- 
facturing market, as compensation for their agreement (in effect) 
not to undercut the liquid milk market. But these producers 
complain that their position has not yet been improved sufficiently. 

Although there has been a large increase in the volume of milk 
sold, there appears to have been no comparable increase in the 
volume of production. The quantity of milk produced depends 
largely, of course, upon the number of cows, and it takes an appre- 
ciable time to increase the cow population. So far, the indications 
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do not suggest any abnormal increase in production, but rather less 
increase, on the average, than that which obtained during the 
previous four or five years. 

It is not yet possible to discern any marked change in the quality 
of production, but a change of that kind would take time to show 
itself. The Boards are, however, making efforts to promote higher 
standards of quality and cleanliness. 


Effects on consumers and consumption.—So far as consumers are 
concerned, the principal effect of the schemes has been to raise 
retail prices throughout most of the country. This has arisen in 
two ways: in the first place through the higher wholesale price 
which distributors have had to pay; and secondly, through the 
fixing of minimum retail prices. Some distributors claim to have 
been unable to conduct their businesses at the fixed minima, be- 
cause their buying prices are so much higher than formerly. 

In spite of the higher retail prices the volume of liquid mulk 
consumed has increased slightly. The probability seems to be 
that, had the prices not risen, there would have been a more 
marked increase of consumption in consequence of the improve- 
ment in the purchasing power of the public; but that any tendency 
towards greater consumption has so far been largely neutralised 
by the higher prices. 

Higher prices for liquid milk constitute a serious hardship for the 
poorest sections of the industrial community, because they make it 
impossible for them to purchase more than very small quantities. 
But it seems likely that, in general, rural consumers have suffered 
even more than urban consumers. Before the schemes came 
into operation milk could be purchased very cheaply in most country 
districts, especially in the summer. Under the schemes nearly all 
sellers are obliged to observe fixed minimum prices, though 
throughout Scotland there is an exemption for producers selling 
small quantities by retail. In England milk may now be sold at 
a lower price at the farmhouse door; but in some parts rural con- 
sumers have found it difficult, or even impossible, to obtain supplies 
because of the reluctance on the part of producers to take out a 
retailer’s licence. 

The schemes have adversely affected hospitals, institutions and 
other large buyers who were, in the disorganised state of the 
market, frequently in a position to make contracts with producers 
at specially low prices. They are, of course, now obliged to pay the 
appropriate prices fixed for supplies to large consumers, and this has 
added considerably to their costs. 

On the other hand, the Boards have all taken part in propaganda 
campaigns for stimulating the consumption of milk. In particular, 
they have all co-operated with the Government in providing milk 
for schoolchildren at cheap rates. 


Effects on the distributive trade.—The action of the Boards in 
fixing the minimum prices at which milk may be sold by retail has 
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introduced a new measure of stability into the distributive industry. 
It may be noted, however, that if the Boards had confined them- 
selves to fixing the prices at which producers should sell, that would 
of itself have gone a long way to prevent unreasonable price-cutting 
by distributors. The minimum distributive margin is fixed with- 
out regard to the service given ; and in many cases the actual margin 
obtained is higher than the minimum prescribed by the Boards. 

There are insufficient data as to the margins obtained before the 
schemes came into operation to permit of a close comparison 
between pre-scheme margins and those obtained under the schemes. 
In England and Wales, however, the prescribed minimum margins 
were increased for the second year of the scheme; but since then 
provision has been made for some reduction in the nominal dis- 
tributive margin. In the main area of Scotland the minimum 
retail prices fixed by the Board safeguarded distributive margins 
at their previous general level until this summer, but some reduc- 
tion has now been made. In the Aberdeen and North of Scotland 
areas a reduction was made soon after the schemes came into 
operation. 3 

Although representatives of distributors are consulted before 
wholesale and retail minimum prices are fixed, it is a matter 
of insistent complaint by the distributive trade that it has no 
effective hand in the final settlement of prices. 

The system of charging ‘‘ realisation ’’ prices to large buyers 
in respect of milk used in manufacture has tended to assist the 
larger distributors. There has been a continuation of the pre- 
scheme tendency for milk to pass through depots instead of going 
direct to buyers’ town premises. The main Scottish Board has 
been able to shorten hauls in some instances, but in England, in 
spite of the Board’s efforts, there has been some tendency for 
hauls to lengthen. 

The distributive trade has co-operated with the Government 
and the Boards in providing milk for school children and has 
accepted a substantially lower distributive margin in respect of 
this milk. 


Effects on manufacture.—There has been an enormous increase 
in the volume of milk sold for manufacture into milk products, due 
mainly to the fact that farm manufacture has been less remunera- 
tive than the sale of milk off the farm. ‘This increase has been 
assisted by the extension of the realisation value system of pay- 
ment for manufacturing milk. While manufacturers approve this 
system of realisation values in principle, they feel that it is operated 
on too arbitrary a basis; and further, they complain that they 
have no effective part in fixing prices. It has not yet been possible 
to secure complete co-ordination between the schemes in the matter 
of realisation values. 

The practice of the two larger Boards of allowing only large 
buvers to obtain rebates on manufacturing milk has helped to 
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concentrate manufacture in the hands of the larger firms. ‘There 
has also been some tendency in England for firms with premises 
in different parts of the country to send liquid supplies long distances 
and to use supplies nearer the main consuming centres for manu- 
facture, because the system of transport charges has made it more 
profitable to them to do so. 


The result of the large transfer of butter making from farm 
to creamery has probably been, on the whole, to improve the quality 
of the output; but the similar transfer of cheese manufacture from 
farm to factory has not had the same result, because factory cheese 
is not yet of such good quality as the better farm cheese. One 
unfortunate result of the extension of large-scale manufacture has 
been to concentrate in factories the by-products which were formerly 
made and used on the farm, and this has adversely affected some 
other branches of farming. 


General.—In a brief summary of the effects of the milk market- 
ing schemes, it is difficult to present the balance of advantages 
and disadvantages in proper perspective. The benefits which have 
accrued to the various interests are, in the main, patent and do 
not, therefore, call for detailed explanation; on the other hand, 
the points of criticism require to be elaborated if they are to be 
fully understood. In this respect the position is somewhat 
analagous to that arising out of the criticism of the schemes by 
producers themselves. In general, those individuals who have 
gained remain silent, and the only voices heard are those of the 
discontented. ‘This tends to create the impression, which is quite 
contrary to the truth, that the schemes have been prejudicial to 
producers generally. 


It is, therefore, desirable to add that, while all producers have 
not benefited equally, the schemes have undoubtedly been of great 
value to milk producers and to agriculture as a whole. Distributors 
have lost much of their previous control over prices and margins, 
but as a body they also have benefited from the schemes. The 
extent of the increase in manufacture is itself sufficient indication 
that the schemes have not affected manufacturers adversely. The 
cost of all these advantages has been met by consumers, though 
they also may gain in the long run by the greater stability given 
to the milk market. 
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PART Ill.—SOME GENERAL PRINCIPLES 
RELATING TO MILK MARKETING. 


CHAPTER 13.—THE MAIN ISSUES. 


In the preceding Part of our Report we have examined, in accord- 
ance with our terms of reference, the incidence of the milk market- 
ing schemes upon the various groups of interests concerned with 
the industry. ‘We shall next consider some of the important ques- 
tions of principle arising out of that examination. 


As was to be expected, price policy has proved to be the pivot 
of the schemes. Their chief effects have been changes in the 
prices paid to or by the various interests concerned in milk market- 
ing and changes—for example, in the volume of supplies—which 
are closely connected with prices. Further, most of the complainis 
about the schemes relate, directly or indirectly, to prices. In 
consequence the problems discussed in this Part concern chiefly 
price policy. 


The basis of the price systems.—All four of the milk marketing 
schemes now operating in Great Britain are based on the principles 
of separating the markets for milk used for different purposes and 
pooling the receipts from those various markets. It seems desirable 
to look again at these fundamental principles, of which there has 
been some criticism, before considering the more detailed problems 
connected with the working of the schemes. In Chapter 14, there- 
fore, we examine briefly the general questions of the separation 
of markets and the pooling of returns. 


Producers’ prices.—The criticisms and proposals that have come 
from producers have been directed, in the main, to the methods of 
distributing among producers the proceeds from the sale of milk 
and to possible means of raising or maintaining the general level of 
producers’ prices. 


The distribution of the pool funds among different groups and 
types of producer presents a number of problems. Many producers 
feel either that the amount of differentiation is too great or that 
it is too small; or they disagree with the principles on which the 
differentiation is based. In Chapter 15 we consider how far 
differentiation in producers’ prices is needed on account of differ- 
ences in the quality of the milk and in the services provided, and 
on account of the season and the locality of production. The case 
of producer-retailers, who constitute an important special group, 
is considered separately in Chapter 16. 


T'wo major suggestions have been made by producers with a 
view to protecting the general level of producers’ prices under the 
pooling systems. ‘The first, which is discussed in Chapter 17, 
is that special measures should be taken to check the expansion of 
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production, or at least of sales. The most usual form for the pro- 
posal to take is not that the quantities produced or sold should 
be directly controlled, but that each individual producer should 
be entitled to receive a comparatively high price (related to the 
price of liquid milk) in respect of a pre-determined quantity, any 
excess over that quantity being paid for at a lower price. There are, 
however, several other possible ways of influencing the volume 
of milk offered for sale which will also require examination. 

The other proposal is connected with import policy. It is a 
common belief among milk producers that many of their diffi- 
culties are due to the very large volume of imports of milk products 
and that the solution of those difficulties is to be found in the 
reduction of imports. In these circumstances, although we have 
not been asked to consider import policy and do not propose, there- 
fore, to offer any recommendations on that subject, we examine 
the possibilities in a general way in Chapter 18. 

Transport.—The problems of transport, which are discussed in 
Chapter 19, are closely connected with the price structure of the 
schemes. The costs of transport at present fall upon producers 
and affect the net prices they receive. To some extent, however, 
they come within the control, directly or indirectly, of the buyers 
of milk, and ultimately they are reflected in consumers’ prices. 
It is, therefore, important both that transport costs should be 
reduced to the minimum and also that they should be justly 
assessed and distributed. 

Consumers’ and traders’ interests.—The last two Chapters in this 
Part deal more particularly with the problems which organised milk 
marketing has raised in connection with other interests. The 
principal complaint of distributors and manufacturers is that the 
schemes give the right to fix prices to one section of the industry 
alone, though the prices fixed must affect all sections of the industry. 
Consumers also are deeply concerned with the way in which price- 
fixing powers are exercised. This subject is discussed in 
Chapter 20. Finally, in Chapter 21 we deal with a number of con- 
siderations affecting the prices of liquid milk which are obviously 
of importance for their effect upon the consumption of milk. 

There are a number of minor matters and matters not directly 
related to the producers’ schemes that we shall touch upon later. 
But the problems that we have mentioned here seem to us to call 
for special discussion; and we deal with the principles involved, 
therefore, before coming to our precise recommendations. 


CHAPTER 14.—THE PRINCIPLES OF SEPARATED 
MARKETS AND POOLED RETURNS. 


The chief marketing principles on which all the milk schemes 
rest include :— 

(a) the separation of a high-priced market (for milk for 
liquid consumption) and a low-priced market (for manufactur- 
ing milk); and 
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(b) the pooling, in some degree, among producers of the 
receipts from the sale of milk in the different markets. 


The principles of separate markets and pooled receipts have 
hardly been questioned on behalf of producers in the evidence given 
before us, though a good deal of criticism has been directed to the 
methods by which, and the extent to which, the pooling principle 
is applied and the consequential effects on different classes of 
producers. There has been some misunderstanding of the resulting 
situation on the part of certain other interests, however, and the 
fixing of widely different prices for liquid milk and for manufac- 
turing milk has been challenged from the point of view of the 
effects upon consumers and upon the public interest. 


(i) The Separation of Markets. 


The most usual criticism of the principle of separate markets is 
that it is unreasonable that milk should be sold for manufacture at 
prices as low as 3d. per gallon when the price of milk sold for 
liquid consumption is very much higher and is indeed so high that 
a large section of the population cannot afford to buy sufficient 
milk. Frequently this kind of criticism seeks to compare the retail 
price of liquid milk with the wholesale price of manufacturing milk. 
It is, therefore, important to remember that a large part of the 
retail liquid milk price consists of the distributor’s margin. Further, 
liquid milk generally bears higher transport costs than manufactur- 
ing milk. 

Even after allowance is made for these two factors, however, 
there is still a very big difference betwen the net return to the 
producing industry from liquid milk and from manufacturing milk. 
The recent low values of manufacturing milk (due to the low prices 
of milk products) on the one hand, and the rising prices of liquid 
milk during the last few years on the other, combine to make the 
present difference striking, but it has been usual for some difference 
to exist between the price levels of liquid milk and manufacturing 
milk. There are two main reasons for this. One is that, until 
comparatively recent times, the supply area of the consuming 
centres was limited on account of the perishable nature of the 
commodity, so that the price paid for liquid milk had to be high 
enough to ensure a regular supply from producers serving the 
local markets. Manufacturing milk, on the other hand, 
was milk which had no local outlet into the liquid market, and its 
price depended upon the value in the open market of the much less 
perishable products into which it was made. This geographical 
separation of the markets for liquid milk and manufacturing milk 
became less sharply defined with the developments in transport and 
processing which made it possible for long-distance supplies to reach 
the market in good condition, and it has now largely disappeared. 


The second reason for the difference in price levels arises from 
the difference in the conditions governing the two markets. The 
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liquid market requires regularity of supply and, further, the standard 
of quality demanded has been steadily rising. On the supply side, 
these conditions necessitate the payment of a price that covers the 
cost of maintaining regular supplies of a high standard. On the 
demand side, consumers have been prepared to pay the prices 
necessary to ensure the regular provision of milk of the quality 
desired. With manufacturing milk the conditions are entirely 
different. Production tends to be more seasonal, so that high 
winter production costs can to some extent be avoided. 


Even before the War the pressure of increasing imports of butter 
and cheese on the prices of manufacturing milk was beginning to 
induce producers of milk for manufacture to seek an outlet into the 
liquid milk market. With some of them supplies were seasonal 
only, and the additional summer supplies were naturally disturbing 
to the liquid milk market. Other producers were prepared to alter 
their methods and to give reasonably regular delivery in order to 
obtain an entry into that market. 


‘The exceptional conditions prevailing during the War made it 
possible for producers to dispose of the whole of their supplies at 
favourable prices. With the return of peace conditions, however, 
the difficulties presented themselves again and grew in intensity. 
‘The agreements made in 1922 and subsequent years between the 
National Farmers’ Union and buyers were designed to protect liquid 
milk prices from the depressing effects of the low returns from 
manufacturing milk. Under these agreements different prices were 
still paid for liquid and manufacturing milk; but for several years 
before the schemes came into existence the two-price system had 
been becoming, to an increasing extent, a means of allotting shares 
in the profitable liquid milk market among all producers who could 
get a wholesale contract. This is, in effect, the basis of the present 
schemes. 

The possible alternatives.—The alternatives to the two-price 
system are either to permit unrestricted competition among the 
supplies for both markets, or to continue to regulate the market, 
but on the basis of a single price for all milk. 

Unrestricted competition would, of course, be disastrous to manv 
producers. Moreover, its advantages from the consumers’ point 
of view can easily be exaggerated. It is true that, owing to the 
competition of a large volume of supplies for the liquid market, 
the immediate effect would be a heavy fall in the wholesale price of 
liquid milk. But almost certainly the new price level would go 
below the cost of production of a large part of the present supply, 
and there would be a fall in production ; higher prices would then 
ensue. ‘he general effect of allowing milk prices to be determined 
by the current supply and demand position would, therefore, be to 
create great instability in the market. 


The other alternative to the two-price system would be to fix 
and enforce a single price for milk, at monthly levels high enough 
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to ensure the maintenance of an adequate supply for the liquid milk 
market. It is scarcely conceivable that the price levels so fixed 
would permit of manufacture of the less valuable products of milk 
on a profitable basis unless there were a very great change 
in the values of those milk products. Apart from the obvious 
practical difficulties, therefore, a system of this kind would 
have the disadvantage that the reserve which must be pro- 
duced to ensure a regular supply, and the summer flush production, 
which cannot be altogether avoided, would have to be wasted (being 
unsaleable at the fixed price) unless a use could be found for this 
milk on farms. 

In principle, therefore, the two-price system appears to be justi- 
fied as a practical means of disposing of the reserve to the liquid 
milk market and of any unavoidable surplus. 


Realisation values for manufacturing milk.—The further question 
whether manufacturing milk should be sold at a flat price or at 
prices differentiated according to the commodities into which it 
is manufactured was discussed in some detail in the Report of the — 
Grigg Commission*, and we think it unnecessary to repeat the 
arguments which are there set out. If the principle of the separa- 
tion of the markets for liquid milk and for manufacturing milk 
is accepted, then it seems impossible to escape te conclusion that, 
for similar reasons, the manufacturing milk market should again 
be sub-divided, and that buying prices for manufacturing milk 
should be fixed according to the realisation values of the milk 
used in the manufactured products. The admission of the prin- 
ciple of price differentiation also raises the question of how far 
it may be applicable also to the wholesale provision of liquid 
milk for re-sale at special prices to different classes of consumers. 


(ii) The Pooling of Receipts. 

If the principle of separate markets with different price levels 
is accepted, it seems to follow also that some measure of pooling 
of receipts is essential in order to avoid grave inequality of treat- 
ment as between one producer and another. It is true that, in 
theory, the idea of separate markets can be disassociated from that 
of pooled receipts. It is possible to imagine, for instance, that a 
producers’ Board might fix the prices at which milk was to be 
sold for various purposes and provide that each producer should 
receive the price obtained for the actual milk which he sold, less 
a deduction to cover the Board’s expenses. 

In the circumstances of the milk industry, however, a system of 
that kind could never be acceptable to producers generally, even if 
it could be made to work. ‘'hose individual producers who were 
able to sell their milk into the liquid market would get high prices, 
while those whose supplies went into manufacture would receive 
much lower returns. It is clear that these conditions, in which 





* Economic Series No. 38, page 119. 


127 


some producers would occupy a highly privileged position in relation 
to others, could not be maintained for long. The pooling of receipts 
in some degree is necessary in order to recompense those producers 
whose milk goes into the low priced market for refraining from 
selling it into the liquid milk market at a price higher than 
they would otherwise obtain, although lower than the price for 
liquid milk. 
(iii) General. 


Our general conclusion on this subject is that there is no practical 
alternative to the system of separated markets and pooled returns ; 
but we leave for discussion in later Chapters the criticisms that have 
been made regarding the systems of pooling adopted under the 
different schemes and the considerations that should, in our view, 
govern the application of the pooling principle. 


CHAPTER 15.—DIFFERENTIATION IN PRODUCERS’ 
PRICES. 


In the preceding Chapter we explained our reasons for believing 
_ that some form of separation of markets and pooling of returns 
should be retained, in the general interest as well as in the interest 
of producers. in this Chapter we shall consider how far there 
should be differentiation in the prices paid from the pool to different 
classes of producers in order to secure the best distribution of | 
returns having regard again to the general interest as well as to the 
interests of the various classes of producers concerned. 


(i) Differentiation for Quality. 

In the first place, there is obviously a strong case for paying 
different prices to producers for milk of different qualities. Under 
the present arrangements operating throughout Great Britain, 
premiums for quality are already payable, partly by wholesale buyers 
(and ultimately by consumers), partly from the general pool funds 
under each scheme and to some small extent (through the Attested 
Herds schemes) out of Government grants. 


Higher prices are normally payable by buyers of milk of Certified 
and Grade ‘‘ A’’ (T'.T.) grades. As sales of milk of these grades 
are at present exempt from the English scheme, producers in 
Hngland and Wales must make their own arrangements with dis- 
tributors as to prices. The amount of the premium, if any, is 
thus determined separately for each contract. Under the Scottish 
schemes distributors are required to pay prescribed premiums for 
milk sold under these grade designations. ‘That portion of a pro- 
ducer’s supplies which is not sold under the grade designations is 
normally paid for at the standard price ; but a producer of Certified 
milk who is unable to sell the whole of it at the appropriate price 
may be able to sell the remainder at the price fixed for Grade ‘* A ”’ 
(T.T.) milk. Further, under the Scottish schemes, deductions 


128 


may be made from the pool prices payable to individual producers 
if the butter-fat content of their milk falls below a given standard. 

The principle of guaranteeing a premium to producers has been 
adopted in England and Wales under the Accredited milk scheme. 
Distributors do not normally pay any premium for such milk, 
though some stipulate that it should be supplied as a condition of 
the contract. The fund required for the payment of Accredited milk 
premiums is obtained by a levy on all milk sold by registered 
producers. 


The Northern Ireland plan.—We have examined with great 
interest the system adopted in Northern Ireland,* which seems to 
offer a sound and comprehensive plan of quality improvement under 
the conditions existing in that area. Milk is classified in four 
erades, and premiums are paid to producers on each of the three 
upper grades, regardless of the use to which the milk is put. The 
lowest grade, which earns the lowest price, may not be sold for 
liquid consumption. ‘The actual returns to producers for the three 
upper grades are progressively higher than those for the lowest or 
manufacturing grade. As, however, a much larger proportion of © 
the total output of milk is consumed in liquid form in Great Britain 
than in Northern Ireland, this plan does not appear to be 
immediately practicable here. ‘The quantity of milk available, of or 
above the Accredited milk standard, would at present be insufficient 
to meet the liquid milk requirements. 

In view of the importance both to the public and to producers 
of raising the standard of quality as rapidly as possible, it is clearly 
desirable that provision should be made for the prices payable to 
all milk producers to be differentiated according to quality. The 
premiums for the higher grades should be payable regardless of 
whether or not the price obtained for the milk in the market is above 
that of ordinary milk, though high grade milk should, where 
possible, be directed into the liquid market. The funds needed for 
the payment of the premiums should be obtained through a levy on 
the whole of the milk sold; and enforcement of grade standards 
should be uniform. Provision could be made for quality differentia- 
tion on these lines under any pooling system. The amounts of the 
premiums should be capable of adjustment in order to give whatever 
measure of encouragement was needed to the production of milk 
of improved quality. 


(ii) Differentiation for Season of Production. 


We have heard of no objection from producers to the general 
principle of differentiating producers’ prices according to the season 
of production. It seems to be generally agreed that the higher 
costs of winter production should be reflected in higher prices, 
although there 1s some disagreement as to what should be the 
degree of difference between summer and winter prices. 


* See Appendix II on page 297. 
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It is claimed on behalf of level producers that level production 
is itself a useful service and that their returns ought not to be 
allowed to be depressed in the flush months by the heavy sales of 
seasonal producers, whose costs are then low. ‘They contend that 
level production costs more, not only in the winter months, but 
also in the summer months; and consequently that their average 
prices throughout the year should be higher by an amount sufficient 
to cover their additional costs. Level producers urge that they are 
entitled to special treatment on the ground that their system of 
production has a special value in ensuring the supply of the liquid 
milk market. 

(Where level delivery is required by an individual buyer, it is 
obviously right that the price paid by that buyer should include 
an additional sum to cover any extra cost.* But the case for paying 
level producers generally, out of the pool, at a higher rate than 
seasonal producers must depend upon the general necessity for level 
production. It is purely a matter of expediency how far level 
production should be specially rewarded. 

The relative merits of level and seasonal production, as a means 
of supplying the primary (i.e. the liquid) market, depend not only 
on production costs, but also on the value realised for the surplus. 
Considered in this light, low-cost production is not necessarily the 
most economic: for if it were combined with wide seasonal varia- 
tions of output, an adequate supply would not be secured for the 
winter market unless a large surplus were carried in summer ; 
and any loss incurred in the disposal of this surplus would have to 
be set against the lower production costs. 

Seasonal differences in prices may affect other interests than those 
of producers through their influence on the seasonal incidence of 
supples. On the hypothesis that manufacture should be developed, 
the Grigg Commissiont suggested that the summer price should 
be sufficiently attractive, relatively to the winter price, to ensure 
that the bulk of the production for manufacture should be con- 
centrated in the summer months, when production costs are at 
their lowest and the quality of the milk makes it most suitable for 
manufacture. The final cost of manufactured milk products 
depends, however, not only on the cost of the milk, but also on 
that of manufacture. In considering how far the production of 
manufacturing milk should be concentrated in the summer months 
it is necessary, therefore, to take into account not only the rela- 
tive advantages of seasonal milk production, but also any relative 
advantages or disadvantages that may attach to seasonal manu- 
facture. 

There is, we think, no doubt that some differentiation between 
the levels of summer and winter prices will continue to be needed ; 
but whatever system of differentiation is adopted should offer a 
flexible and effective means of influencing the seasonality of output 


* This aspect of the matter is dealt with later in the Chapter (page 138). 
+ Economic Series No. 38, page 104. 
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in such way as may be desired. This differentiation could be secured 
either through seasonal variations in producers’ prices, or through 
a combination of such price variations with a system of level 
delivery bonuses payable out of the pool fund. We think, however, 
that the aim can be achieved by the first of these methods alone, 
and that it is unnecessary, therefore, to introduce the further 
complication of level delivery bonuses except where they represent 
payment for special services rendered to individual distributors. 


Methods of controlling seasonal variations.—There are a number 
of methods by which seasonal differentiation in the level of pro- 
ducers’ prices can be secured. One method, used at present under 
all the schemes except that in the North of Scotland, is to vary the 
monthly prices at which milk is sold for liquid consumption and in 
this way to affect the monthly income of the pool. This method is 
not very reliable for the purpose in mind, nor is it very flexible. In 
the first place, the producer’s pool price depends not only on the 
level of the liquid milk price, but also on the proportion of the total 
output that has to be sold for manufacture in each month and the 
prices received for manufacturing milk. Any unexpected variation 
in the supply may cause the pool price to vary from the level 
anticipated. Secondly, buyers are closely concerned with the level 
of hquid milk prices, and it cannot therefore be altered without 
affecting them. 


The monthly levels of pool prices could also be regulated by 
withholding part of the income from the sale of milk at one season 
and adding it to the pool fund at another season. The Grigg Com- 
mission recommended* that part of the inter-regional compensation 
fund raised in winter should be held in reserve and used in 
summer to maintain pool prices. In this way the necessity for 
deducting a heavy levy on liquid milk prices in summer would be 
reduced. The English Board used this method in the first year of 
the scheme, but has not used it since. 


Another method of controlling the seasonal level of producers’ 
prices is through some form of the ‘‘ basic quantity ’’ plan, the 
essence of which is that a producer receives one price for a part of 
his output and a lower price for the remainder. Under the basic 
quantity system in the form in which it has been operated under the 
two smaller Scottish schemes, each producer is allotted a basic 
quantity, which is determined by reference to his output in certain 
winter months, and is paid at a much lower rate for all output in 
excess of that quantity. Since a producer will receive a much lower 
price if his summer output greatly exceeds his winter output than 
if his production is fairly level, the system tends to encourage level 
production. The system has the advantage that a producer can 
make, in advance, a fairly accurate calculation of the price which 
he will receive if he plans his production in a given way. It should 
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be noted, however, that if the individual basic quantities of pro- 
ducers are fixed for a period of years, the system becomes a means 


of controlling total production, not merely seasonality of produc- 
tion.* 


The form of basic quantity plan adopted in the two small scheme 
areas appears to have worked smoothly there, but it must be 
remembered that production conditions are fairly uniform through- 
out these areas, so that there is no great clash of interests as 
between level and seasonal producers. Further, producers were 
accustomed to the system in this form, since it had been worked on 
a voluntary basis in the Aberdeen area for several years before the 
beginning of the statutory schemes. It is certainly an effective 
means of controlling the seasonal incidence of supplies, but it is not 
flexible and operates only in the direction of securing more level 
output. In the other scheme areas there are much wider differences 
in the conditions of production. In our view this method of seasonal 
control is not suitable for general application because it would have 
the effect of encouraging level production by every individual, re- 
gardless of his circumstances ; and this is not necessarily desirable. 


Somewhat similar to this form of basic quantity plan is the 
system of paying a bonus on producers’ sales so long as they do not 
vary by more than.a prescribed percentage from a basic quantity 
which is constant for each month of the year. A modified form of 
this arrangement was introduced in the main Scottish scheme under 
the Secretary of State’s amendments. Like the basic quantity 
plan, this system is open to the objection that it must tend to 
promote level production by each individual ; and, as we have said, 
we do not think that it will necessarily be desirable to foster level 
production on the part of every producer. 


It would be possible, however, to devise a form of basic quantity 
plan in such a way as to allow producers’ basic quotas to be fixed 
at different levels in summer and in winter and thus to avoid 
giving more encouragement to level production than was desired. 
Yet another variation, still farther from the idea of basic quotas 
as generally understood, would be to pay the higher price for a 
specified proportion of each producer’s output and the lower price 
for the remainder, fixing different proportions for different months. 
This system would resemble the Class IT (b) contract under the pre- 
scheme London Agreements. 


Under the basic quantity plan in the various forms in which it has 
been operated in Great Britain before and since the beginning of the 
schemes, the price payable for a producer’s basic quantity has been 
related to the current liquid milk buying price. In consequence the 
seasonal level of producers’ returns has been affected not only by the 
basic quantity provisions themselves, but also by variations in the 
buying price of liquid milk. 





* This aspect of the basic quantity system is discussed in Chapter 17. 
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The elements of seasonal price control.—For the reasons we have 
already given, it is undesirable to rely upon variations in liquid 
milk buying prices as the means of controlling seasonal differentia- 
tions in producers’ prices. The alternative appears to be to 
regulate producers’ monthly prices directly, independently of what- 
ever seasonal variations are made in the current buying prices 
for liquid milk. 

As we have seen, one advantage of the basic quantity plan is 
that it enables the individual producer to ascertain beforehand, 
more or less, the returns that he may expect for his milk and to 
frame his production policy accordingly. If seasonal price varia- 
tions are to be effective in influencing the seasonality of production, 
it is desirable that, in the same way, the prices to be paid to 
producers during each month of the year should be made known 
to them before the beginning of each contract period. But while 
assurance would thus be given to producers, it would be possible, 
by making suitable adjustments from year to year in the schedule 
of monthly prices, to exercise effective and flexible control over 
the seasonality of production. The total of the sums payable to 
producers over the year could not, of course, exceed the total 
income from which those sums had to be paid: but within the 
year there would be room for adjustments of monthly prices; 
the monthly outgoings from the pool would not necessarily be 
equal to the monthly income. 


(iii) Differentiation according to Locality. 

Before the schemes came into being, there were two main 
factors which contributed towards the differences in the prices 
received by producers on account of differences in their geographical 
situation. In the first place, the gross prices payable to producers 
were dependent not only upon the level of liquid milk prices, which 
itself varied in different parts of the country, but also upon whether 
or not their situation had enabled them to obtain contracts with 
buyers who were prepared to pay liquid milk prices. Secondly, 
over and above these differences in gross prices, there were differ- 
ences in net prices due to the differences in the charges for trans- 
porting the milk from seller to buyer. 

Though each of the schemes continues to differentiate between 
individuals in respect of their transport charges, the gross prices 
received by producers in different situations no longer depend on 
how much of their milk they are able to sell in the liquid milk 
market, or where they sell it. On the other hand, the schemes 
have introduced two new methods of differentiating between prices 
received by producers in different localities. The first method is 
to vary producers’ gross prices according to the district of pro- 
duction. In Hngland and Wales this is done through the regional 
pooling system; in Scotland, somewhat similar differences have 
resulted from the setting up of three separate schemes, with 
separate price systems. The second method, which has been 
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adopted under the main Scottish scheme (as amended), is to operate 
a transport charge system which results in producers in one part 
of the scheme area paying heavier average charges than those 
in the other part and thus in differentiating between the net prices 
received by producers in those two parts. 

The question of differentiating producers’ prices according to 
their locality has caused much controversy. The opposed points 
of view are represented, on the one hand, by those who want a 
differentiation in producers’ prices according to districts and, on 
the other hand, by those who wish to have a flat price* to pro- 
ducers over the whole area covered by a scheme. 

Obviously, the size and character of the scheme area and the 
system of payment are relevant in considering this question. ‘The 
two Northern scheme areas are relatively small and homogeneous 
as regards production and marketing conditions; their price system 
is designed to protect established producers; they have no pressing 
internal problem of ‘‘ surplus ’’ production ; and they are insulated 
from external competition. It is only to be expected, therefore, 
that most producers under these schemes should be fairly well 
satishied with the present position. In the two main scheme 
areas, however, there are wide differences in production and market- 
ing conditions in different districts; the price system gives no 
special advantage to the established producer as such; and a large 
proportion of the total output has to be sold at low prices for 
manufacture. Hence the question of differentiation according to 
the producer’s situation is discussed below primarily with regard 
to the two latter schemes. But the issues raised are, in fact, 
wider. or if price differentiation according to district is not 
desirable as a permanent feature of a large scheme, it may be 
difficult to defend the existence of small schemes which have 
given rise to inter-scheme agreements designed to protect producers 
in certain districts from the competition of those in others. 

The producers who wish to maintain or increase the present local 
differences in prices within a scheme area are, broadly speaking, 
producers in the East of the main Scottish area, who benefit from 
the changes in the haulage charge arrangements due to the creation 
of additional haulage centres, and producers in those regions of 
England and Wales where the pool price is still above the average 
for all regions. But there are also many producers situated near 
towns in other parts of the country who, no doubt, consider that 
they should receive a higher price than the more outlying pro- 
ducers, and who will only favour the flat price system (inasmuch as 
it would give them a higher price than their present regional pool 
price) if they cannot get some system of differentiation which will 
go still further towards meeting their demands. 





* By “ flat price’, here and throughout the remainder of this Chapter, is 
meant a price not differentiated according to district of production. Ques- 
tions of differentiation by reference to quality, season of production and 
transport charges are considered separately. 


134 


The case for differentiation put forward by these groups of pro- 
ducers is briefly as follows :— 

Before the schemes came into force their favourable situa- 
tion relative to the liquid milk markets had enabled them 
to establish themselves as regular suppliers of liquid milk 
and to obtain the goodwill of distributors. They had invested 
capital—in many cases in specialised dairy farms—on the 
assumption that they would continue to receive high prices. 
Their costs are higher—at least im some districts of the 
east of England and of Scotland—on account of the shorter 
grazing season, higher rents and higher costs of labour; and 
also because, on the whole, they have followed a more level 
system of production, with the additional expense and trouble 
involved by the ‘‘ flying stock ’’ system, or by the alternative 
method of arranging for cows to freshen at different times of 
the year. Because they are nearer to the markets, they can 
provide a better service as regards quality ; and on account of 
their relatively level production, they furnish the liquid market 
with more regular supplies and do not contribute as much to 
the seasonal surplus as do the more outlying producers. HEven 
though there was a tendency before the schemes came into 
being for milk from outlying districts to invade the markets 
supplied by these producers, they had some chance of resisting 
it with their advantages of situation and of personal contacts 
with distributors; and if, in some cases, they began to find 
the competition too strong, they at least had time to adjust 
themselves in one way or another to the new conditions. 

But a pooling system giving a more or less uniform price 
to all producers accomplishes at one blow the worst that the 
competition of seasonal producers could have effected over a 
period of years. ‘Though in the main the near-in producers 
continue to supply the same markets, they are deprived of the 
advantages naturally associated with their services and reduced 
to equality, as regards terms, with those whose services and 
costs are on an entirely different scale. The deductions made 
from their liquid milk prices are in themselves unjust ; but it is 
even more unfair that these, by swelling the returns from 
manufacturing milk, should go to assist an increase in sales in 
which they themselves do not participate to any great extent, 
and which must contribute to the further depression of prices. 

Unless they are afforded adequate returns many of them 
will be forced out of business, the capital invested in their 
holdings will be wasted, the value of the land will decline, 
and the whole agricultural economy of their districts will be 
seriously affected. 


Against these views in favour of differentiation by districts the 
advocates of a flat price have advanced the following case :— 

There is no justification for any difference in the levels of 

returns to producers other than that which represents a 
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difference in transport costs or in actual services. Producers 
of other commodities are treated alike wherever they may be 
situated ; in consequence production tends to be concentrated 
in the districts and on the land best suited to it. With milk, 
it is not only unfair to give price advantages to particular parts 
of the country or to particular classes or groups of producers ; 
it is also unreasonable to encourage production in places where 
it cannot be undertaken economically. The payment of higher 
prices to those producers who assert that their costs are higher 
perpetuates high-cost production and makes for unnecessarily 
high prices to the consumer. 

Those parts of the country where grazing is plentiful are 
the most naturally suited to milk production. Before the 
schemes came into existence milk produced in those districts 
was already finding a market in the main consuming areas. 
Recent improvements in processing and transport were 
accelerating the movement; and had there been no schemes, it 
would have gained greater rapidity with the increasing dis- 
parity in the values of liquid and manufacturing milk. The 
mobility of supplies would have brought about uniformity of 
returns in any case. The schemes will have fulfilled their 
function if, through organisation, they maintain those returns 
above the low level that they would otherwise have reached. 

After carefully considering the arguments on both sides we have 
formed the conclusion that the case against differentiating producers’ 
prices according to districts is very much the stronger on economic 
grounds, but that, on grounds of equity, there 1s a case for continued 
differentiation for a period. 


The case for a flat price as a final objective appears to us indeed 
to be unanswerable, unless it is desired, for reasons of agricultural 
policy, to maintain a certain seographical distribution of dairy farm- 
ing; and if such a policy is adopted, its cost should, in our opinion, 
be borne directly by the State rather than by the consumer of milk. 
For with all except the most perishable commodities, whether under 
marketing schemes or not, there is one market for all producers, 
namely, the whole country; and the only permanent price differ- 
ences are those due to differences in services and in transport costs. 
We see no reason why the same conditions should not ultimately 
apply with miik. ‘They have not done so previously because of the 
relative immobility of supplies. It is certain that changes in trans- 
port conditions were having important effects on the sources of 
liquid milk supplies in pre-scheme days and that suppliers of the 
liquid market were being forced by the increase in competition to 
accept lower prices. The milk schemes were, in fact, introduced 
in order to prevent the collapse of the market as a result of the 
increased competition. But we do not believe that the schemes, or 
the Agricultural Marketing Acts themselves, were intended to pre- 
vent consumers from benefiting as a result of technical develop- 
ments, whether in production or in transport arrangements ; yet this 
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is what would occur if certain classes of producers were given a 
permanent prescriptive right to. receive a special price merely 
because they were situated in certain districts or had previously 
supplied certain markets. 


Such producers should, of course, be able to qualify for premiums 
for any recognised service, or for quality, on the same footing as 
producers elsewhere. Similarly, in so far as they are level pro- 
ducers they should be able to benefit from seasonal differences in 
prices. But we see no reason why higher rents or other costs 
should in themselves entitle these producers to receive higher prices 
indefinitely. It seems unnecessary, in principle, therefore, to go 
into the question of the relative levels of costs in different districts ; 
but it may be well to point out that such hmited data on costs as 
we have seen (relating only to Kngland and Wales) do not suggest 
that costs are necessarily higher in the districts that are claiming 
higher prices. 

Although it seems to us desirable that prices should ultimately be 
flat throughout a scheme area, we consider that uniformity should 
be achieved gradually. In this we agree with the view expressed 
by the Grigg Commission that a single pool for a large area 
(England and Wales) would not be immediately practicable because 
of the disturbance it would create.* The history of the main Scot- 
tish scheme, which was designed to operate a single pool, has 
shown how well-founded was this view. It was soon found neces- 
sary in that case to mitigate the effects of the single pooling system 
on producers in the east of Scotland, at least for the time being, by 
special concessions which were not provided for in the pooling 
system itself. 

If a flat price applicable uniformly to all districts were intro- 
duced, there might well be a tendency to fix the new price no lower 
than the highest previously paid in any district. It would be 
undesirable that prices should be levelled up in this way, especially 
if it were done by increasing the liquid milk price. If, on the other 
hand, flat prices meant a sudden levelling down of the gross prices 
received by producers who still enjoy a preference on account of 
their situation, undue hardship, and possibly severe dislocation of 
the existing farming economy, would be likely to occur in certain 
areas. 

The factor of rent is important in this connection. In so far as 
high rents are based on previous high profits in the dairy industry, 
they cannot properly be regarded as an element in the necessary 
costs of production; but unless rents were adjusted in conformity 
with changes in the levels of profits, cases of individual hardship 
would ensue. ‘The adjustment of rents to changed market condi- 
tions is, however, apt to be slow. Many producers might be called 
upon to pay rents which were supposed to reflect an especially 
privileged position in the milk market, when their privileges had in 


* Economic Series No. 88, page 96. 
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fact disappeared. On the other hand, many producers in the more 
outlying districts may at present be enjoying exceptional profits 
because their rents have not yet become adjusted to the new condi- 
tions. We do not wish to imply that high or low rents justify, 
respectively, high or low prices. Where the high rents of a dis- 
trict are due, for example, to the building value of the land, there 
is no case for protecting the producers who happen to occupy it ; for 
production ought to be transferred to a more suitable situation. 
There is, however, a case for adjusting prices gradually so as to 
give time for rents to conform more nearly to the current rates of 
profit in those districts where rents are closely connected with the 
level of profits in dairying. 

A further point in favour of making the transition to a flat price 
gradual is that the producers who were adversely affected by the 
change would have time to alter their methods of dairy farming. 
If circumstances required it, many of those using the ‘‘ flying 
stock ’’ system, for example, should find it possible to change to a 
less intensive and less costly system of production. 

On the whole, therefore, we consider that, for the time being, 
there should continue to be some differentiation of prices according 
to the district of production. But if a flat price is to be the ultimate 
objective—as we think it should be—the method of differentiation 
should be flexible so that the margins of difference between the 
prices paid to producers in different districts may be progressively 
reduced. 


The method of local differentiation.—The system adopted in 
the main Scottish area for securing differentiation in producers’ 
prices according to district depends upon the number and the 
situation of the haulage centres prescribed. It seems to us undesir- 
able to use what is ostensibly a means of allocating transport costs 
for the further purpose of differentiating between prices received by 
producers in different districts. Moreover, as a system of differentia- 
tion by districts, it is inconvenient and inflexible because the rela- 
tionship between prices in different districts can only be altered 
by revising the list of haulage centres. 

On the other hand, the method of differentiation according to 
regions (of which the English pooling system provides an example) 
is fairly flexible. Provided that each region has reasonably homo- 
geneous conditions of production and marketing and that the 
margins of difference are suitable, there can be little ground for 
objection to the system. In practice it would be impossible to 
arrange for regions that were completely homogeneous. It would 
greatly complicate the operation of any scheme to provide for 
separate levels of prices in a large number of small regions. But 
although differentiation on the basis of large regions, as under the 
English scheme, has its imperfections, we think that it can be 
made to work reasonably fairly as between different sections of 
producers, while permitting steady progress to be made towards a 
flat price. 
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(iv) Premiums for Special Services. 

Where producers undertake to provide special services at the 
request of buyers, it is reasonable that suitable additional payment 
should be made in respect of those services. The special services. 
that have been recognised under the schemes have taken a number 
of forms, the most important of which is level delivery. 

Level delivery premiums.—In securing his requirements an 
individual distributor has two courses open to him. He may obtain 
his supplies under the ordinary form of contract and himself bear 
the responsibility of disposing of surpluses and making up 
deficiencies ; or he may obtain a level delivery contract (if he can 
find a producer who is willing) and so place the responsibility for 
‘“‘ balancing ’’ supphes on the producer. The level delivery premium 
is presumed to represent the extra cost to the producer and the 
additional advantage to the purchaser. 

In every case the distributor who secures level delivery is relieved 
of at least some part of the cost of balancing supply with demand. 
Kivery producer who sells on a level delivery contract, however, is. 
not necessarily saddled with additional costs as a consequence. If 
the individual producer retains any surplus beyond the amount 
specified in the level delivery contract and either manufactures that 
surplus or uses it on the farm, then he bears the costs of “‘ balanc- 
ing ’’ which would otherwise fall upon the distributor; but not if 
he sells that surplus on an ordinary contract. Under the English 
scheme (para. 57 (1) ) it is provided, in effect, that if a producer 
with a level delivery contract does not retain on the farm the excess 
over the specified quantity, then the Board may retain an appropri- 
ate portion of the level delivery premium to which he would other- 
wise be entitled. We understand, however, that it has not been 
found practicable to use this provision under existing conditions. 
In consequence a number of English producers have been able to 
secure level delivery premiums on part of their output and to 
dispose of the remainder on ordinary contracts ; and it appears that 
producers under the main Scottish scheme have been similarly 
placed. 

Where an individual producer supplies a buyer with level 
quantities and is able to dispose of the remainder of his output on 
an ordinary contract, it is not he, but the Board, that is carrying 
the burden of the surplus. In principle, therefore, it would seem 
that, while the distributor should be required to pay the level 
delivery premium in such cases, it should accrue, not to the 
individual producer, but to the Board, for the benefit of producers 
generally. To apply this principle in England it will be necessary to 
overcome certain difficulties, dependent upon the present system 
of assessing transport charges, which have prevented the English 
Board from using its power under paragraph 57 of the scheme. 
Further, the application of the principle in the case of producer- 
retailers raises some special questions which are discussed in the 
following Chapter. 
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(v) General. 


The bases of price differentiation.—The general conclusion that 
we have reached is that permanent provision should be made for 
producers’ prices to vary according to the quality of the milk and 
the season of production; and further, that temporary provision 
should also be made for regional differences in these prices. 


The desirability of graduating producers’ prices according to 
quality, in the interests both of the public and of the industry, 
is hardly open to question. Our view is that, in order to encourage 
improvement in the quality of production, the differentiation in 
the prices paid to producers on account of quality should be 
independent of whether the higher grades of milk are able to 
secure price premiums in the market. 


Seasonal variations in price levels should serve as a means not 
only of rewarding producers for winter production, but also of 
controlling the seasonal incidence of supplies. The method of 
varying the seasonal price levels should, therefore, be flexible and 
should not depend on the current level of liquid milk prices or 
on any rigid formula. Seasonal price variations would be more 
effective for their purpose if the prices were determined and 
published in advance. 


Regional variations in producers’ prices are a convenient means 
of differentiating between classes of producers whose costs differ 
materially by reason of differences in their situations and circum- 
stances. The method should be designed to mitigate the hardship. 
that’ some classes of producers would suffer if a flat price were 
payable throughout the area of a scheme. But since the ultimate 
aim should be to encourage production where it can be undertaken 
most economically, these differences should not be regarded as. 
permanent. 


In addition to the general differentiation of prices on grounds. 
of quality and of the season and district of production, individual 
producers should continue to receive any premiums in respect of 
special services which they render to buyers. While premiums 
for level delivery should be paid by all buyers who require that 
service, the premiums should accrue to the individual producer 
only where he bears the cost of disposing of his surplus; in other 
cases the premiums should accrue to the Board. 


The fixing of price differentiais.—Any specific proposals for vary- 
ing producers’ prices according to quality, seasonality and district 
of production must tend to affect different classes of producers 
in different, and indeed even in opposite, ways. In point of 
fact, the methods of distributing the income of the pool among 
different classes of producers are matters with which the criticisms 
of producers have been most concerned. We have pointed out 
that this question is also of public interest, since the amounts. 
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of the differentials must be expected, sooner or later, to affect 
both the quality and the price of milk. We have, indeed, suggested 
that it should be a matter of deliberate policy to influence pro- 
duction in certain ways by means of price differences. 


In these circumstances it seems to us that a Board consisting 
almost entirely of producers’ representatives is not the most suitable 
body to discharge the responsibility for deciding upon the amounts 
of differentiation. Where members of a Board are elected on 
a regional basis, as in England and Wales, their constituents 
are likely to consider that their chief function is to obtain a high 
price for their region and for the type of producer most common 
in it; and even where there is only one constituency, as under 
each of the Scottish schemes, particular groups of producers may 
fear that they will be treated inequitably because they are in 
the minority. 


Further, the other interests concerned may also entertain some 
doubt as to whether a producers’ Board, pressed by its constituents 
for immediate results, would, in assessing the different levels of 
prices, pay sufficient attention to long-term needs. It may even 
be suggested that the difficulties of the elected representatives 
might lead them to seek a solution for the sectional differences 
of producers at the expense of liquid milk consumers. 


For these reasons it 1s obvious that a large measure of independent 
judgment should be introduced in taking decisions on price differ- 
ences, whether in respect of quality, season or situation, so that 
all sections of producers may be assured that they are receiving 
impartial treatment and that full consideration may be given to 
the public interest. 


CHAPTER 16.—THE POSITION OF PRODUCER- 
RETAILERS. 


The Grigg Commission, in preparing the frame-work of the 
English scheme, came to the conclusion that the participation of 
producer-retailers in the scheme was essential : first, because they, 
in common with all other producers, would share in the benefits 
derived from it; and secondly, because if they were left outside, 
the success of the scheme would be imperilled. It is evident that 
the promoters of the other schemes must have reached substantially 
the same conclusion, for in each case producer-retailers have been 
included. We agree that it would be impracticable to leave 
producer-retailers outside, and indeed the principle of inclusion has 
not been seriously challenged by those witnesses who have appeared 
before us on behalf of producer-retailer interests. 


We have, however, received a number of representations as 
to the methods of assessing the contributions payable by producer- 
retailers and, more especially, as to the amount of those contribu- 
tions. ‘These matters have given rise to great anxiety on the 
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part of producer-retailers and have presented serious problems to 
certain of the Boards; and the Boards have been faced with ditffi- 
culties in the collection of contributions. Before proceeding to 
discuss these matters, however, it will be desirable to review the 
general situation. 


(i) The Numbers and Importance of Producer-Retailers. 


Producer-retailers constitute an important element in the structure 
of organised milk marketing. Numerically, they account for about 
two-fifths of all the producers registered under the four schemes 
operating in Great Britain; and the gallonage which they sell by 
retail (according to returns made by them) is rather more than one- 
sixth of the total sales of liquid milk under the schemes. 


Producer-retailers are not equally important under all the 
schemes. In the North of Scotland they comprise some two-thirds 
of the total number of registered producers and sell by retail more 
than one-half of all the milk controlled by the Board. In the 
Aberdeen area producer-retailers constitute one-half of the total 
number of producers, but account for a much smaller proportion 
of the total sales. In the main Scottish area, they represent nearly 
one-third of the total producers, and nearly one-quarter of the sales 
for liquid consumption. In England and Wales they comprise 
two-fifths of the registered producers, and their sales by retail 
account for about one-sixth of all the milk sold for liquid con- 
sumption. 


Like all other producers, producer-retailers are free to sell on 
wholesale contract if they wish, and many of them do, in fact, 
adopt both methods of sale. Evidence furnished by the English 
Board shows that, in the first year of the scheme, the quantity 
of milk sold on wholesale contracts by producer-retailers was almost 
as much as that sold by retail. It is probably very much less 
in each of the other areas. 


(ii) Contributions to the Boards. 


Methods of assessment.—In England, the producer-retailer’s 
contribution* to the Board at present consists of :— 


(a) the inter-regional compensation levy for his region; and 


(b) three-quarters of the difference between the liquid milk 
price of his region (less the inter-regional compensation levy) 
and the pool price for the region. 


In the Grigg Commission’s Report, it was suggested that the pro- 
portion to be used in the second of these component parts of the 
contribution should be nine-tenths; but in the scheme adopted 
by the industry “‘ three-quarters ’’ was substituted. The effect of 


* A producer-retailer with not more than four cows has the option of 
paying on a cow basis. 
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the formula* is that producer-retailers are called upon to contribute 
towards the equalisation of returns slightly less per gallon than 
other producers in their region. 


The producer-retailer is entitled to deduct from the amount of 
his contribution to the Board any premium or bonus for which he 
has qualified. In this way he can obtain the level delivery pre- 
mium of Id. per gallon if he sells no milk through the Board or if 
he sells only on wholesale contracts providing for level delivery. 
Similarly, he can qualify for the Accredited bonus of 1d. per gallon 
on the same terms as other producers. 


The English Board have, however, recently submitted a number 
of draft amendments to the scheme which include proposals for 
altering the basis on which producer-retailers’ contributions are 
assessed. It is proposed that the contributions shall be as 
follows :— * 

On Certified or Tuberculin-tested milk 3d. per gallon. 

On Accredited milk ~ ... ‘ie pet #d. per gallon. 

On any other milk oa $e i. lsd." per’ gallon. 
It is further provided in the draft amendments that if a producer- 
retailer sells any milk by wholesale, his contribution on his retail 
sales shall be increased by 4d. per gallon, and if he fails to make 
prompt payment his contribution shall be increased by a further 
4d. The Board reserves the right to alter by prescription the 
grades of milk qualifying for the respective rates of contribution 
and to vary from time to time all or any of the rates. If these 
amendments are approved, the effect will be to reduce the general 
level of contributions and to eliminate both the monthly and the 
regional variations in amount which occur under the present 
arrangements. 

Under the main Scottish schemet, producer-retailers were 
originally required to pay nine-tenths of the levy payable by ordin- 
ary producers. ‘The temporary amendments made to the scheme 
by Order{ of the Secretary of State for Scotland, which came into 





* The following example shows the method of calculating the contribution 
of a producer-retailer in the Southern region for March, 1936: 

(a) The inter-regional compensation levy for the month ... = 23d. 

(b) The liquid milk price of 17d., less the inter-regional 


compensation levy of 23d. a = 143d 
The pool price was 184d., and the difference between this and 
the liquid milk price loss inter- ae compensation levy 
(168 4a ees glee : = 1d. 
Three-quarters of itae Aveorento. = 72d. 
The total contribution per gallon for Maren 1936, was 
thus 24d. + i¢ = 37¢d. 


The difference em yeen erie Fopye mike rico (17d.) nd the 
price paid to ordinary producers (i.e. the pool price in the 
Southern region of 134d.) was 32d. in this month. 

Tt See footnote on page 380. This paragraph is intended to describe the 
basis on which the Scottish scheme was administered prior to the decision of the 
House of Lords in the Ferrier case. 

t S.R. & O., 1984, No. 1487. 
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force in January, 1935, substituted flat payments on a ‘‘ per cow 
basis for most producer-retailers. Those who were selling an aver- 
age of more than eight gallons per day by retail in November, 1934, 
were required to pay at the rate of £5 per cow per annum; and a 
lower rate of £4 per cow per annum was provided for all those 
selling milk by retail in November, 1934, who undertook not to sell 
any milk except by retail. Some 60 per cent. of the producer- 
retailers under the main Scottish scheme obtained the advantage of 
the new rates. The remaining 40 per cent. continued on the old 
basis. A more recent Order* of the Secretary of State enabled any 
producer-retailer to revert to the ‘‘ nine-tenths ’’ basis if that were 
more favourable to him. 

In the North of Scotland the levy payable is equal to seven-tenths 
of that payable by ordinary producers. The Aberdeen scheme pro- 
vides for assessment on a ‘‘ per cow ’’ basis, the amount of the 
contribution per cow being determined from time to time by the 
Board. It is understood that the present levy is at the rate of 
£2 per cow per annum, but that, in fact, the contributions required 
from producer-retailers are computed on their sales. For the pur- 
pose of assessment it is assumed that the output of each cow is 
equivalent to two gallons per day, and contributions are required 
at the rate of £2 for each 730 gallons sold by the producer-retailer 
in the course of the year. 


Level of contributions.—Since the amount of the contribution 
hitherto required from producer-retailers in England and Wales has 
depended upon the difference between the wholesale buying price 
of liquid milk and the pool price and upon the amount of the inter- 
regional compensation levy, it has varied from month to month and 
from region to region. Its level tends to rise or fall with the price 
of liquid milk; and it also tends to move up or down as the pro- 
portion of manufacturing milk to hquid milk increases or decreases. 

During the first year of the scheme, the average amount of the 
contribution over England and Wales as a whole varied from about 
lid. in the lowest month to 2d. in the highest month. In the 
second year, in consequence of the increase in the proportion of 
manufacturing milk and of the higher wholesale prices for liquid 
milk, the amount varied from an average over all the regions of 
nearly 2d. in the lowest month to an average of rather more than 
34d. in the highest: the maximum sum payable was 3+éd. which 
was the amount of the contribution in three regions during April, 
1985. In April, 1986, the amount of the contribution rose to 475d. 
in four regions and averaged nearly 4d. for the whole scheme area. 

All the figures given in the preceding paragraph relate to nominal 
rates of contribution. Where a producer-retailer is entitled to any 
premium or bonus, his contribution is reduced by that amount. 
After taking into account level delivery premiums (but not 
Accredited milk bonuses, which first became payable during the 
course of the second year) the weighted average payment actually 


* S.R. & O., 1935, No. 1246. 
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made by producer-retailers in the first year of the scheme was 
Q-89d. and in the second year 1-99d. 

Since February, 1985, the English Board has provided that the 
variations in pool prices from one region to another in any month 
shall not vary by more than 1d., and this limitation of the maximum 
and minimum of pool prices has had an adverse effect on the 
position of producer-retailers. In effect, the limitation requires 
the raising of higher levies for inter-regional compensation, and 
the higher the rate of these levies the narrower the difference 
between the liquid milk price less the inter-regional compensation 
levy and the pool price for the region, and thus the lower the value 
of the allowance of one-quarter of this difference to the producer- 
retailer. This limitation of the variation in pool prices tends to 
equalise the levies made on producer-retailers in different regions, 
raising the levies in those regions which tend to enjoy the higher 
pool prices and reducing them in the regions which tend to suffer 
the lower pool prices; but its net general effect on producer- 
retailers is to raise the rate of their contributions. On the other 
hand, in October, 19385, the rate of level delivery allowance to 
producer-retailers was raised from 4d. per gallon to 1d., thus 
restoring the rate to the level at which it had stood in the first 
six months of the scheme. 

In the main Scottish area the contribution averaged about 3d. per 
gallon during the first year, and rose as high as 4-38d. during the 
months of May and June, 1984. In consequence of the revised 
method of assessment, the average for the second year was reduced 
to about 2d., the highest figure for an individual month being 
2-35d. in February, 1935. 

Under the Aberdeen scheme the method of assessment adopted 
has resulted in maintaining the producer-retailer’s contribution 
steady at 0-66d. per gallon ever since the inception of the scheme. 
In the North of Scotland, although the contribution is based on 
that of other producers, the amount has been only about ld. per 
gallon, because the operation of the basic quantity plan prevents 
increases in manufacturing milk from creating a wide difference 
between the wholesale buying price for lquid milk and the 
pool price payable on basic quantities. 


Collection of contributions.—The collection of producer-retailers’ 
contributions has created a special administrative problem for the 
Boards which does not arise in the case of contract sales through 
the Boards. ‘The Boards have no third-party check on sales by 
producer-retailers, nor, of course, do the receipts from such sales 
pass through the Boards. Consequently the Boards have to rely on 
the good faith of producer-retailers, not only for paying their con- 
tributions, but also for keeping and submitting the records on which 
these contributions are based. We have been informed that, as a 
result, there has been a good: deal of evasion, the high contributions 
having added to the difficulties of procuring accurate returns and 
collecting contributions from producer-retailers. 
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Much of the difficulty of collection is undoubtedly due to the 
resentment of producer-retailers against charges which they consider 
to be unreasonably heavy, though the wide variations in the levy 
from month to month have also caused dissatisfaction. In Scotland 
the position has been ameliorated by the Secretary of State’s Order ; 
and if the amendments proposed by the English Board are brought 
into effect, the causes of dissatisfaction in England will be largely 
removed. But there will still remain the psychological difference 
between the payment of contributions by producer-retailers and by 
other producers, in that the producer-retailer has to pay cash to the 
Board, while other producers pay by deduction from the Board’s 
payment to them. We believe that a contributory cause of the 
dissatisfaction among producer-retailers is the feeling that their 
interests have not been given full weight by the Boards. This 
may be due in part to the fact that no special arrangements have 
been made in the schemes for the representation on the Boards of 
producer-retailers as such. This question is dealt with among those 
relating to administration in Chapter 27. 


(iii) The Claim for Lower Contributions. 


The general principle to which the promoters of the schemes 
intended to give effect is that, because the stability given to liquid 
milk prices is advantageous to all producers, all should contribute 
towards the cost of maintaining that stability. Without the schemes 
the milk now used in manufacture would tend to undermine liquid 
milk prices all over the country. It might be that some districts 
and some classes of producers would be affected more slowly than 
others; but it could not be long before the consequences of price- 
cutting overtook them all. 

At present the interests of producer-retailers are tightly safe- 
guarded by the fixation of minimum retail prices. Even without 
this provision, however, the fact that milk cannot be sold to 
distributors at less than a prescribed price would generally be 
sufficient to “‘ put a bottom ’’ to retail prices. Thus, from the 
point of view of price, producer-retailers as a body are at least as 
well served by the schemes as any other producers. But it does 
not follow that the contributions to be required from producer- 
retailers should be at the same rate as those required from other 
producers, for there may be other advantages of the schemes in 
which all classes of producers do not share equally. 

There are several grounds on which producer-retailers base their 
claim for more favourable consideration. If they sell milk only 
by retail they are obliged to maintain level production, with its 
additional costs, or to carry their own surplus. In fact, they must 
give a service that is even more onerous than level delivery, for, by 
the various means available, they must meet exactly the day-to-day 
requirements of their customers. ‘They also bear their own bad 
debts, whereas those of producers for the wholesale market are 
borne by the Board out of the levies made upon all producers, 
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including producer-retailers. In so far as they sell by retail, they 
put the Board to no trouble or expense in respect of marketing 
Services. 

From a more general point of view, producer-retailers submit that 
the contributions required from them are used almost entirely for 
the purpose of making up the difference between the pool price and 
the actual receipts from the sale of manufacturing milk. Like other 
producers whose interest was formerly in the liquid milk market 
alone, they maintain that the subsidisation of manufacturing milk 
is not a matter that should concern them in any considerable 
degree. They claim that the danger to them from cheap manutfac- 
turing milk was always more remote than the danger to the 
producers supplying the wholesale market : in some cases, such as 
those of producer-retailers selling small quantities in scattered 
areas, it was almost negligible. Moreover, they contend that, in 
their capacity of producer-retailers, they supply only the liquid milk 
market; that there has been no increase*™ in the quantity of milk 
sold by them by retail, which would displace other milk previously 
going into the liquid market and force it into manufacture; and © 
consequently that they are not responsible for any part of the 
increase in the volume of manufacturing milk. If they sell part 
of their output on wholesale contract, they make their contribution 
in respect of that milk in the same way as every other producer for 
the wholesale market. 

On the other hand it has been suggested to us that producer- 
retailers in England and Wales are favourably treated in the matter 
of the level delivery premium. If they hold no wholesale contracts 
other than level delivery contracts, they are at present entitled to 
deduct the level delivery premium from the contributions they pay 
to the Board in respect of their retail sales. Other producers are 
entitled to level delivery premiums only if they are able to secure 
level delivery contracts with their buyers; and in that case the 
premiums are payable by the buyers and do not come out of the 
pool fund. 

It has been urged also that producer-retailers frequently have 
lower distributive costs than their trade competitors, and thus that 
their business is unduly profitable. But this is a matter which 
concerns producer-retailers as distributors, not as producers. 


(iv) The Main Principles Involved. 


The claim of producer-retailers for more favourable treatment 
may be considered as falling into two parts, namely :— 
(a) that the Boards provide certain services for producers 
for the wholesale market which are not used by producer- 
retailers and should not be paid for by them ; and 


* There has been an apparent increase in England and Wales, but on the 
assumption that the 20,000 additional producer-retailers included in the 
second year retailed an average of two quarts daily, their inclusion more than 
accounts for the higher total. 
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(b) that in so far as they are producers for the liquid milk 
market only, they should not be called upon to contribute 
much, if anything, towards subsidising manufacturing milk. 

As regards the first of these contentions, it is obviously just that 
producer-retailers should be relieved of the cost of any services 
from which they do not benefit. But since the total cost of 
administration, including provision for bad debts, amounts both in 
England and Wales and in the main area of Scotland only to a 
fraction of a id. per gallon, the appropriate amount of relief must 
be very small. Even in England and Wales, where the contribu- 
tions of producer-retailers are highest, they are already somewhat 
smaller than those of other producers, and the amount of the 
difference is more than sufficient to offset that between the costs of 
the Board’s services to the two classes. 

We have already discussed in the preceding section the grounds 
on which the second of these contentions is based. The importance 
of the matter to producer-retailers is accentuated by the fact that 
the proportion of manufacturing milk to lquid milk has been 
steadily increasing under the two larger schemes since they came 
into operation and that, under present conditions, it may increase 
still further. Producer-retailers have naturally viewed with appre- 
hension the possibility that their contributions, already high, would 
rise even higher if the volume of manufacturing milk continued 
to increase, more especially as they, in their capacity as producer- 
retailers, would not be responsible for the increase. 

This is, we apprehend, the essence of the case, in so far as pro- 
ducer-retailers are concerned, which has been met in the amend- 
ments made to the main Scottish scheme by the Secretary of State 
for Scotland and which the proposed amendments to the English 
- scheme are intended to meet. It should be noted, however, that 
the alterations made by the Secretary of State are part of a plan 
to mitigate the effects of the scheme on all level producers who 
had normally supphed the liquid milk market before the scheme 
came into operation ; they were not directed solely to the improve- 
ment of the position of producer-retailers. We understand, 
moreover, that these alterations were expressly intended as tem- 
porary expedients and were not designed to settle the principles 
involved in the problem of the treatment of different classes of 
producers. 

It is important to observe that the second and more important of 
the contentions put forward by producer-retailers is substantially 
the same as that of all producers who were engaged in producing 
solely for the liquid milk market before the schemes came into 
force. ‘The general implications are discussed elsewhere; but 
producer-retailers are able to make the additional point that, what- 
ever protection has been afforded by the schemes to the liquid milk 
market generally, it is not so valuable to them as to other pro- 
ducers. Allowance should be made for this factor in assessing the 
contributions which producer-retailers should pay, but apart from 
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this we see no reason in equity for differentiating, in the matter of 
contributions towards equalising producers’ returns, between pro- 
ducer-retailers and those other producers who were previously selling 
only to the liquid milk market. The English Board’s proposals for — 
reducing the contributions of producer-retailers will undoubtedly 
lessen the burden for them, but, under present arrangements, only 
at the cost of increasing the burden on other producers. 


(v) Factors in the Assessment of Contributions. 

In the previous section we have reviewed the principles govern- 
ing the general level of producer-retailers’ contributions. In this 
section we consider certain particular aspects of the assessment of 
producer-retailer levies. 


Lhe basis of assessment.—There is some difference of opinion in 
the industry as to whether the assessment of producer-retailers on 
a gallonage basis or on a per cow basis is the more satisfactory 
method. Both are subject to the disadvantage that producers must 
be left to make their own returns, though a supervisory check on 
the number of cows is probably easier to carry out than a check on © 
the gallonage sold from day to day. It is claimed that, as between 
producers, the cow basis is not equitable, in that some producers 
would have to contribute in respect of cows whose milk is in part 
manufactured or used on the farm, or consumed in the farm house- 
hold. On the other hand, the cow basis has the advantage that, 
other things being equal, it would afford some encouragement to 
more efficient production on account of its lighter incidence on high 
yielding herds. But there is no special reason why the contribu- 
tions of producer-retailers should be assessed so as to encourage 
heavy yields if those of other producers are not so assessed. 


Quality premiums.—lIt is of course no less important to encourage 
quality improvement among producer-retailers than among other 
producers; and it is desirable therefore, in principle, that they 
should be entitled to the same quality premiums as wholesale pro- 
ducers. Under present arrangements they can, in England, obtain 
the Accredited bonus on the same terms as other producers; or, if 
they retail milk of higher grade, they are at present exempt from 
the scheme. Under all the Scottish schemes higher prices are fixed 
for Certified and Grade ‘‘ A ”’ (‘T’.'T.) milk which, in effect, furnish 
premiums to producers who retail milk of these grades. 


Level delivery premiums.—The application to producer-retailers 
of the principle of level delivery premiums raises two main ques- 
tions: first, that of the equitable treatment of each of the different 
classes into which producer-retailers may be sub-divided; and 
secondly, that of the equitable treatment of producer-retailers as 
compared with other producers and other distributors. 

From the point of view of the level delivery services which they 
give, producer-retailers fall into three classes, namely :— 

(a) those who sell only by retail and dispose of any surpluses 
otherwise than by sale; 
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(b) those who sell also on wholesale contracts, but only on 
level delivery terms, and who dispose of any surpluses other- 
wise than by sale ; and 

(c) those who sell part of their output on contracts which 
do not require level delivery. 


In effect, the first and the second of these three classes both give 
level delivery service in respect of their sales and themselves bear 
the cost of disposing of their surpluses. But the third class, in so far 
as they sell their surpluses on open contracts, do their ‘* balancing ”’ 
through the Board; for where the Board pays the pool price on 
milk sold by producer-retailers on open contracts, it is the Board 
that bears any loss incurred in disposing of those surpluses. 


The distinction between the first two classes and the third class 
has been clearly recognised in the English scheme. Every producer- 
retailer is entitled, if he chooses, to sell his surplus through the 
Board and to receive the pool price for it ; but any producer-retailer 
who sells no milk by wholesale, except on contracts carrying level 
delivery premiums, is entitled to receive (by way of reduction from 
his contribution to the Board) an allowance equal to the average 
level delivery premium prevailing in his district. Under the main 
Scottish scheme the distinction at present made is between those 
producer-retailers who sell milk only by retail and those who, on 
the other hand, also sell by wholesale, whether on level delivery 
contracts or otherwise. Since the beginning of 1935, under the 
system of contributions on a “‘ per cow’’ basis then introduced, 
the rate of contribution of the first of these two groups (where 
they adopted the ‘‘ per cow’’ basis) has been lower than that 
of the second. ‘The Aberdeen scheme, which incorporates the 
“basic quantity ’’ system, provides that any milk sold whole- 
sale by producer-retailers shall be paid for at the “‘ surplus ’’ price. 
The North of Scotland scheme provides for the extension of the 
“ basic quantity ’’ system to producer-retailers and for the pay- 
ment made for milk which they sell through the Board to be at the 
‘“ basic quantity ’’ price or the ‘‘ surplus ’’ price, according to 
whether it is included within or is surplus to the producer’s basic 
quantity. 


In the case of the two larger schemes the intention has evidently 
been to give an incentive to producer-retailers to keep their sur- 
pluses on the farm. The only difference of principle between them 
is that the special allowance is made in England to all producer- 
retailers who do not sell milk on open contracts, while in Scotland 
it is made only to those producers who sell no milk by wholesale. 


We think it is clear that any differentiation made between 
producer-retailers in the matter of their contributions to the Board 
should distinguish between groups (a) and (b) mentioned above, 
on the one hand, and, on the other, group (c), which receives 
from the Board a service that is not given to either of the first two 
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classes. In other words, it is equitable that the contributions pay- 
able to the Boards in respect of the retail sales of producer-retailers 
who sell either only by retail, or only by retail and on wholesale 
contracts carrying level delivery premiums, should be at a lower rate 
than those payable by producer-retailers who also sell on open 
contracts, 


The second matter for consideration is the position of producer- 
retailers as compared with that of other producers and distributors. 
The price which producer-retailers obtain for the milk which they 
sell by retail is, of course, the retail price; and from the point of 
view of competing small distributors who have to purchase milk, 
this may be regarded as containing an element in respect of the cost 
of balancing supplies. All other small distributors must either. 
buy their actual requirements from a wholesaler, paying him a 
premium; or buy on open contract and bear the whole cost of 
balancing out of their distributive margin; or buy on level 
delivery terms in order to reduce the variations in quantity, in 
which event both the level delivery premium and the cost of dis- — 
posing of their reduced surpluses must come out of their margin. 
In each case the cost of balancing comes out of the retail price. 
It seems, therefore, that producer-retailers who sell only by retail 
are already receiving in the retail price the equivalent of a level 
delivery premium ; and consequently that they should not receive 
from the Board, in the form of a special reduction in their con- 
tributions, a second premium in respect of level delivery. 


The second group of producer-retailers (i.e. those who sell no milk 
except either by retail or on a level delivery contract) are in exactly 
the same position as the first so far as their retail sales are con- 
cerned ; they obtain the equivalent of a level delivery premium in 
the retail price. But on their wholesale contracts they have the 
same claim to level delivery premiums from the buyer as any other 
producers who are selling on level delivery terms. 


In the third case, where producer-retailers who sell partly on an 
open contract use this outlet as their means of balancing, it 
can be argued that the Board is bearing at least a part of the cost of 
giving them level delivery of their retail requirements and that the 
contributions of these producer-retailerg should take account of the 
fact that payment for this service is included in the distributive 
margin on their retail sales. 


But these comparisons are all between producer-retailers and other 
small distributors. Certain large distributors (as is shown on 
page 197) obtain, in effect, level delivery service without making 
any special payment for it; and in order to put producer-retailers on 
terms of approximate equality with these, instead of with the small 
distributors, it would be necessary for a Board to pay the equivalent 
of a level delivery premium to the first and second group and to 
allow the third group to continue, without special payment, to 
receive the advantages they now enjoy under some of the schemes. 
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In fact, producer-retailers are not, on the average, large distribu- 
tors, but very small distributors, and the special conditions that 
make it desirable to allow favourable terms to large buyers do not 
apply in their case. There are, however, other considerations that 
are of importance. Producer-retailers provide practically the only 
means of supplying the needs of rural areas; their milk can be dis- 
tributed in exceptionally fresh condition ; their transport costs are 
low ; and they are frequently in a position to utilise their surpluses 
on the farm. For these and other reasons it is desirable that they 
should be encouraged to keep in business ; and in fixing the relative 
levels of the contributions to be made by producer-retailers and other 
producers, it is necessary to bear in mind these factors mn so far 
as they tend to offset the advantages at present extended to certain 
producer-retailers in respect of level delivery or the allowance of 
level delivery premiums. : 


(vi) General Conclusions. 


There are, we think, three broad considerations that should be 
taken into account in assessing the contributions to be paid by 
producer-retailers. The first is that, in principle, the protection 
afforded to the markets and the prices of producer-retailers is similar 
to that given to other producers who were formerly supplying only 
the liquid milk market. The main problem of preventing contribu- 
tions from rising to a high level will be largely solved for both 
classes if a satisfactory way is found to secure that increases in 
sales of milk for manufacture shall not widen the gap between the 
wholesale liquid milk price and the price returned to producers. 
The second consideration is that, while there must be considerable 
variation in the amount of advantage gained by individual producer- 
retailers from the schemes, on the whole they must have gained 
less than other classes of producers. It is, therefore, reasonable 
that their contribution should be at a somewhat lower rate than 
that of other classes. Thirdly, the contributions of those producer- 
retailers who sell only by retail, or only by retail and on wholesale 
contracts carrying level delivery premiums, should be at a lower 
rate than those of producer-retailers who dispose of their surpluses 
through the Boards. While the amount of the difference due to the 
second of the above considerations must be a matter of opinion, 
we think it would be reasonable to assess the maximum contribu- 
tion of producer-retailers at a rate, regular throughout the year, 
which would amount over the year to approximately seven-eighths 
of the rate applicable to other producers; and that the reduction 
made to those who sell no milk by wholesale except on level 
delivery contracts should be equal in amount to the normal level 
delivery premium. 

In view of the importance of encouraging improvements in the 
quality of all milk, it is desirable that, as far as possible, producer- 
retailers should be brought within any plan for the payment of 
bonuses in respect of graded milk. 
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CHAPTER 17.—QUANTITATIVE CONTROL OF 
PRODUCTION. 


(i) The Case for Production Control. 

Although the wholesale price of milk for liquid consumption has 
risen in Hngland and Wales during the period of operation of the 
schemes, the pool prices paid to producers have not risen corres- 
pondingly. In the main Scotitish area wholesale prices have 
remained steady, but there was a slight tendency for producers’ 
returns to, decline during the contract year 1934-35. The reason 
in both cases is that larger quantities of milk have been offered to 
the Boards and that, as there has: been but little increase in the 
sales of liquid milk, the great bulk of the additional milk has had 
to be sold at low prices for manufacturing purposes. The resulting 
situation is of considerable importance, first, to consumers ; 
secondly, to producers generally; and thirdly, to those classes of 
producers who, in the past, were mainly responsible for supplying 
the requirements of the liquid milk market. 


There is, we think, no doubt that under present conditions the 
price the consuming public is required to pay for milk for liquid 
consumption includes a contribution towards subsidising the 
production of milk for manufacture; and if the volume of manu- 
facturing milk continues to increase, it is natural that producers 
should endeavour to secure an increase in the price charged for liquid 
milk in order to maintain producers’ pool prices at their present 
level. It is probable that liquid milk prices could be raised appreciably 
before there was any noticeable reduction in consumption among 
the relatively well-to-do classes which consume the most milk. 
It is quite possible, therefore, that liquid milk prices might be forced 
up considerably before total returns to producers began to be 
affected adversely. 


Milk producers in general are concerned to prevent the returns 
from milk production from being forced down to lower levels. The 
volume of production is, of course, determined in the long run by 
the level of returns to producers, and the prices paid to producers 
under the schemes are all capable of adjustment so as to discourage 
increased sales by producers as a whole or by sections of producers. 
If wholesale liquid milk prices. were reduced, pool prices would 
fall and increased production would be discouraged. But the con- 
tention of a large number of producers, not all of them high- 
cost producers, is that some other way should be found to control 
the expansion of production, or ai least of sales. “They maintain 
that, so long as some other branches of agriculture remain relatively 
depressed, there must be a tendency for farmers to turn to the sale 
of milk, not because it is unduly profitable, but because it is less 
unremunerative than other branches. They realise the difficulties 
that would be created by raising liquid milk prices.much further. 
But they see that, if the value of manufacturing milk remains at 
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the present level, either liquid milk prices must rise or pool prices 
must fall with every increase in the quantity sold. 


Those producers who formerly specialised in supplying the liquid 
milk market have been used to receiving relatively high prices, but 
they now receive no more than the pool price common to all. Their 
case is that the aim of the schemes should be to safeguard the liveli- 
hood of all classes of existing producers. They maintain that it is 
wrong, therefore, that those producers who previously received 
only the low returns associated with manufacturing milk, and who 
now receive the pool price, should be allowed to expand their output 
and thus to bring down the returns to those whose nadorat outlet is 
the liquid market. 


The case for some special steps to control the output of milk thus 
rests upon the arguments :— 


(a) that some action is necessary to prevent either still further 
increases in the price of hquid milk or the reduction to an 
unremunerative level of the average returns for milk; and 


(b) that means must be found to prevent increases in total 
sales from forcing out of business old-established producers for 
the liquid market. , 


(ii) Quantitative Regulation of Sales. 


There is no power under the Agricultural Marketing Acts to 
exercise direct control over the volume of production, but Section 
10 of the Act of 1933 enables a scheme to provide “‘ for the deter- 
mination from time to time of the quantity of the regulated product 
or of any description thereof which may be sold by any registered 
producer ’’. Only one of the milk marketing schemes in Great 
Britain—the North of Scotland scheme—gives this power to the 
Board, and in that case no attempt has yet been made to use it. 


The quantitative regulation of sales of milk would affect different 
classes of producers in varying degrees. Those who were able to use 
their surpluses on the farm, either in manufacture or otherwise, 
would be affected mainly by the difference in the values of the 
milk so used and that sold in liquid form. If the effect were to raise 
pool prices, they might be able to maintain, or even to increase, 
their total returns. ‘T'o those who must sell practically the whole of 
their milk in hquid form the limitation of sales would amount, in 
effect, to a limitation of production. In most cases the quantitative 
regulation of sales would probably restrict production effectively ; 
but it would be difficult to secure equity in the allocation and adjust- 
ment of quantities, and the restriction exercised would thus tend to 
be arbitrary as between individual producers. That, however, is 
not in itself a decisive argument against the quantitative regulation 
of sales or any of its alternatives, because it is impossible, under 
any system of marketing, altogether to avoid anomalies between 
individuals. 
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We have not thought it desirable to discuss any of the obvious 
difficulties at length at this point, though many of the considera- 
tions we mention later in relation to the individual ‘‘ basic quota ”’ 
plan would be equally applicable to this case. It seems unnecessary 
to take account of them here, partly because we feel satisfied that 
in any event the system of regulating sales quantitatively would 
not be acceptable to milk producers generally, but mainly because 
of the impossibility of administering it, at least throughout the 
areas of the larger schemes. It is clear that such a system would 
give rise to endless friction and could not operate for any length 
of time unless control were complete and uniform. But there 
could be no practical possibility of exercising a satisfactory measure 
of control over, more especially, the large and important class of 
producer-retailers. 


(iii) Qualitative Regulation of Sales. 


Production might be restricted less directly by fixing a standard 
of quality for milk sold into the liquid milk market at a sufficiently 
high level to ensure that only the volume of milk actually required 
in that market would reach the standard. All other milk would 
then have to be sold for manufacturing purposes at the appropriate 
price. The standard of quality would no doubt have to be subject 
to adjustment at frequent intervals if liquid milk sales were to be 
kept within the desired limits, because under present conditions 
there would be a strong price incentive for producers to qualify 
to supply the liquid milk market. But even so, it is doubtful 
whether the system could be made flexible enough to afford real 
quantitative control. 


Another somewhat similar method that might be used (though 
apparently not under the powers at present exercisable by pro- 
ducers’ Boards under the Agricultural Marketing Acts) would be 
to reduce the number of milch cows, as has already been done in 
some other countries. If this plan were to be adopted, the best 
course would obviously be to arrange that tuberculous cattle were 
destroyed, so as to serve, at the same time, the additional purpose 
of cleaning up the dairy herds. It would be necessary to pay 
compensation to the owners, and the cost would clearly be heavy. 
It would also be necessary, if the object of controlling production 
were to be secured, to make sure that any reduction in herds 
secured in this way was not cancelled by increases elsewhere. 


Hither of these two methods could probably be employed to pro- 
tect the average level of returns for milk supplied to the liquid 
milk market, though in the second alternative the protection would 
be secured at a substantial cost either to producers or to the State. 
Moreover, a system of control through quality would not meet the 
claims of those who seek to preserve the relative shares of in- 
dividuals in the industry and thus to prevent increases in production 
on the part of some producers from affecting returns to others. 
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(iv) The Individual ‘‘ Basic Quota ’’ Plan. 


The system of control that 1s most commonly advocated is that 
of individual basic quantities, or quotas, the principle of which 
has already been adopted in the Aberdeen and the North of Scotland 
schemes. This plan does not, in fact, set any quantitative limit 
to the amount of milk that may be produced, but operates through 
a system of differential prices. In the simplest form, each pro- 
ducer is allotted a basic quota of milk for which he receives a price 
related to the wholesale price obtained for liquid milk; and for 
any milk in excess of his quota he is paid the price realised for 
manufacturing milk. If under this system a producer sells more 
than his quota, the result is to lower the average price he receives 
for his total sales, without seriously affecting the price received 
by other producers within the region or the area of the scheme. 

If the basic quota system were adopted, the first task of the 
Boards would be to allocate a quota to every producer in their 
areas. Since one of the objects would be to prevent a particular 
form of alleged injustice to individuals (namely, that increased 
production on the part of one may reduce the average price received 
by others) equity in this allocation would be essential. It would, 
however, be impossible to consider each of many thousands of 
cases on its own individual merits. Some principles would need 
to be formulated which would be capable of general application. 
The most obvious course would be to allocate quotas according 
to the quantities of milk sold by individual producers during some 
past period, such as the first or a subsequent year of the scheme 
or a part of one of those years. 

It would be a matter of great importance to decide whether 
_ the quotas should be based on the year’s sales (sub-divided, perhaps, 
into monthly quotas) or on the sales during part of the year only. 
Quotas based on annual sales would be designed to stabilise total 
output rather than to modify existing seasonality of production. 
Quotas based on winter sales (as under the Aberdeen and North 
of Scotland schemes), on the other hand, would tend to discourage 
seasonal variations in production and might, if the difference be- 
tween the prices of “‘ quota ’’ milk and ‘“‘ non-quota ’’ milk were 
large, discourage them severely. 

It is not a necessary part of the plan that the price paid for 
‘ quota ’’ milk should be as high as the price received for liquid 
milk or that the price of ‘* non-quota ’’ milk should be kept down 
to the level of the price received for manufacturing milk. But 
if “‘ non-quota ’’ milk were paid for at a price in excess of the 
value which it brings to the pool, increases in individual producers’ 
sales would continue to have some modified effect on the returns 
to other producers. The full liquid milk price could be paid for all 
““ quota ’’ milk only if the sum total of basic quotas were not 
allowed to exceed the volume of milk consumed in liquid form, 
or if this “‘ primary ’’ pool fund received a contribution from the 
‘secondary ’’ pool or from some other source. If, on the other 
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hand, a basic quota plan came to be operated and the quota of 
each individual were approximately equal to his present output, 
the sum total of quotas would be considerably higher than the 
volume of milk required in the liquid milk market, so that the 
pool price of the primary pool would be much lower than the 
wholesale price of liquid milk. 

Nor is it necessary that basic quotas should be fixed for all time. 
It would be possible, for example, to revise quotas annually, 
increasing to some extent those of producers whose output had 
increased and reducing those of producers whose output had dim- 
inished. ‘The amount of the increase or decrease in a producer’s 
quota would not need to be the same as the increase or decrease 
in his output, but might be proportionate to it. ‘The restrictive 
effects, therefore, of the quotas fixed for any particular year might 
be continued in whatever degree was thought necessary in succeed- 
ing years, even though the quotas themselves were made subject 
to annual adjustment. 

If, however, the quotas of individual producers were made sub- 
ject to adjustment from time to time and the prices payable for 
basic quotas and for surpluses, respectively, were left to the deter- 
mination of the Board, the effectiveness of the plan would depend 
upon the decisions of the Board in relation to these two factors. 
If, for example, quotas were increased relatively little where the 
output of producers had increased since the last allocation, and 
the price paid for ‘‘ quota ’’ milk were much higher than that paid 
for “‘ non-quota ’’ milk, the discouragement of any increase in 
production would be strong. If, on the other hand, each pro- 
ducer’s quota were adjusted annually so as to include, say, one- 
half or three-quarters of any increase in his production above his 
previous year’s quota, and if the difference between the prices paid 
for ‘‘ quota ’’ and ‘* non-quota’’ milk were small, then there 
would be relatively little discouragement of expansion. Some 
elasticity could be given to a quota plan by making arrangements 
for the buying and selling of quotas, though much would depend 
on the terms and conditions on which quotas might pass. 

It will be seen, therefore, that if a basic quota plan provided 
for adjustment from time to time, and the method of adjustment 
was not set out in the scheme but was left to the Boards, its 
effects would in practice depend upon the opinion of the majority 
of the members of a Board as to whether production should or 
should not be allowed to increase in those parts of the country 
where it can be undertaken most economically. The situation 
would be very similar to that which has already arisen under the 
English scheme in operating the system of regional price pools 
coupled with inter-regional compensation. In that case, as we 
have seen, it has been found necessary in practice to depart from 
the principles involved and to fix upon a compromise, because of 
the conflicting interests of certain regions. In this case, similarly, 
it seems inevitable that there would be a continuous antagonism 


157 


of interest between those producers who were anxious to expand 
production at the current level of returns and those who wished 
to restrain production in order to maintain or increase their returns 
per gallon. 

There are many factors, apart from the schemes themselves, 
that have influenced, and must continue to influence, changes in 
the volume of production both of areas and of individual producers 
within those areas. Before any of the schemes came into operation 
milk producers near the principal centres of consumption had special 
advantages which were, however, diminishing in consequence of 
improvements in methods of processing and in transport. Be- 
cause of these improvements it was becoming easier for long- 
distance milk to compete in the main liquid markets. It would 
be difficult to assess the effects of such influences as these over 
the liquid milk market as a whole, because they must obviously 
have varied from place to place. The one thing that is certain 
is that the developments which have been taking place in recent 
years, and which are continuing, would by themselves have caused 
changes in the location of production. 

It is necessary to have regard also to the wide variations in the 
conditions of production on individual farms, including variations 
in the initiative, skill and capacity for management of individual 
producers. In the ordinary course of events there must at all 
times be some producers who are tending to increase their output, 
and others who are being forced out of business. 

The schemes are undoubtedly tending to change the relative 
proportions of the total supplies received from different areas. 
But if any endeavour were to be made to modify this effect of 
the schemes, it would be necessary to consider how far that action 
should neutralise also the effects of various other forces, including 
improvements in transport, processing and individual efficiency. It 
seems to us that it is virtually impossible in most cases to separate 
the effects of the schemes from those of other factors that have 
been operating simultaneously. 

It would, moreover, be unfair not to take into consideration the . 
differing circumstances of different classes of producers. If, for 
example, basic quotas were allotted by reference to the sales of 
individual producers during the first year of the schemes, one 
result would be that all those producers who had, in the normal 
course, increased their output since the end of the first year would, 
in future, suffer substantial financial loss. These producers had 
no reason to expect to be penalised, yet serious hardship would be 
inflicted upon them. Another class who would suffer are those 
producers who, when the schemes first came into operation, did 
not begin at once to sell the whole of their output of milk to or 
through the Board, but continued for a time to make cream, butter, 
or cheese on the farm. These producers would be worse off than 
those who began at once to dispose of the whole of their output 
through the Board, while the latter would reap a continuing 
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advantage. Whatever period in the past were taken as the basis 
of allocation, it would be impossible to prevent injustices of this 
kind. 


In bringing the basic quota system into operation in the Aberdeen 
and North of Scotland areas certain of these obstacles proved less 
important than they would in England and Wales or in the main 
Scottish area, not only because the numbers of producers are so 
much smaller, but also because production is, and always has 
been, almost entirely for the liquid milk market, and there is little 
likelihood of any considerable expansion of production. Some of the 
other problems that would have to be faced in the two larger scheme 
areas did not present themselves at all, because basic quotas were 
adopted under the two smaller schemes from the beginning, and 
the system had, in fact, been operating in the Aberdeen area for 
some years before the introduction of the statutory scheme. 


If the basic quota plan were to be adopted in England and Wales 
and in the main area of Scotland, however, the Boards would be 
confronted with the following problem. On the one hand, if quotas 
were allocated according to the current sales of producers, the 
plan would do nothing to improve the present level of pool prices, 
though it might prevent their further deterioration. On the other 
hand, if basic quotas were allocated by reference to quantities sold 
during some previous period, it would be hard to achieve equity, 
and harder still to persuade those producers who were adversely 
affected that the distribution of quotas was fair and reasonable. 


But apart from the difficulties that would have to be faced in 
introducing and operating an individual basic quota plan in the 
areas of the two larger schemes, we are not satisfied that the 
principles underlying the plan are justifiable. A system of in- 
dividual basic quotas designed to effect the quantitative control of 
production would not only protect the whole class of producers 
requiring a high price against the class able to sell at a lower 
price, but could be used, to whatever extent the Boards thought 
fit, to insulate each individual producer against the fair com- 
petition of all other similarly-placed producers. In so far as the 
system succeeded in preventing increases in production on the part 
of individual producers from adversely affecting the returns of 
others, its effect would be to guarantee relatively high prices 
for specified quantities to all those now in the industry, however 
inefficient they might be. At the same time it would impede 
the expansion of production on the part of progressive units in 
the industry. Any producer who chose to keep his output down to 
the level of his basic quota would, it is assumed, be assured of 
relatively satisfactory levels of returns ; but those wishing to expand 
might only be able to do so at a loss, at least during the first 
few years. Apart from the fact that the average farm price of 
milk would be held artificially at an unnecessarily high level, it 
could not, in our view, be a good thing for the industry or for 
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the nation that prescriptive rights in a remunerative market should 
be given to any group of producers, irrespective of their efficiency. 

It should, perhaps, be explicitly stated that these views are 
intended to relate to the particular case of milk. We are aware 
that quota systems of various kinds have been applied in many 
’ industries, both in this country and abroad. In Great Britain 
individual quota systems are already operating, under statutory 
schemes, in the coal and in the hop-growing industries. Under 
the Potato Marketing Scheme provision is made for a ‘‘ basic 
acreage ’ system, which may be regarded as comparable in some 
respects with individual basic quotas, though basic acreages may 
be increased at will by producers on payment of a prescribed sum, 
and production is not entirely dependent on the acreage planted. 
Without expressing any views as to the desirability of quota 
systems, either as a temporary expedient or as a permanent feature, 
in other branches of agriculture or in other industries, we do not 
believe that an individual quota system could usefully be applied 
to the milk industry in this country. Apart from the reasons 
already stated, we suggest that there are three further considera- 
tions which make quotas undesirable in this case. ‘The first is 
that, under a system of organised marketing and pooled prices in 
the dairying industry, there is no practical possibility of violent 
fluctuations in returns to producers or in the volume of supplies 
in relation to demand, such as tend to occur in certain other 
industries. ‘The second is that a basic quota plan designed to dis- 
courage any expansion of production seems to pre-suppose that the 
demand for liquid milk is more or less fixed, so that increasing 
production must bring with it progressively lower pool prices, and 
this is a view which we cannot accept as necessarily true before 
intensive efforts have been made to expand consumption. ‘The 
third reason, which is closely linked with the second, is that home 
producers generally, and some of them more especially, have natural 
advantages in milk production and could expand their output under 
more favourable cost conditions than exist in most alternative 
branches of farming; but an individual quota system would tend to 
prevent this expansion and so to limit the freedom of efficient 
producers in suitably balancing their farm economy. 


(v) Regional ‘‘ Basic Quotas ’’. 

Appreciation of the difficulties associated with the individual 
quota plan has given rise to suggestions for a quota plan based not 
upon individuals but upon regions. The general idea of proposals 
on these lines, which were made to us originally by Mr. J. Lewis 
‘Walton, a former Vice-Chairman of the English Milk Marketing 
Board, is that each region in England (and the system could be 
applied in Scotland on similar lines) should be allotted a specified 
share of the total liquid milk requirements, and that the regional 
pool should be credited with the liquid milk price in respect of 
this share. All milk over and above the liquid milk quota would 
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be credited to the regional account at the average price realised 
for manufacturing milk. The total income of the regional pool 
from the appropriate proportion of liquid milk and the balance of 
manufacturing milk, together with the levies from producer- 
retailers in the region, would be divided among producers within . 
the region at a flat rate per gallon. 

In determining the liquid milk quota of each region the Board 
would ascertain what percentage of the total liquid milk require- 
ments had been supplied by each region during some past period 
(such as the first year of the scheme) and would apply that per- 
centage to the current year’s sales of milk for liquid consumption. 
If, for example, a particular region had supplied 15 per 
cent. of all the milk sold for liquid consumption during 
the base period, then under the regional quota system in its simplest 
form the quota for that region would be, in any subsequent year, 
15 per cent. of that year’s requirements. 

As with the individual quota plan, however, it would not be a 
necessary part of the system that the percentage of total lquid 
milk sales allocated to each region should be fixed permanently. 
The figures might be made subject to adjustment from time to 
time, so that whatever measure of encouragement was thought 
desirable could be given to expansion in the lower-cost regions. 
But if decisions on this matter were not determined by the scheme 
but fell to the Boards, the same kind of difficulties would arise 
in attempting to satisfy conflicting interests as those we have 
mentioned in relation to individual quotas. 

The chief difference between the regional quota system and the 
present pooling plan operating in England is that the income 
of a regional pool, and thus the pool price, would not be affected 
by the current volume of milk sold from that region into the liquid 
market. The system would thus overcome certain of the difficulties 
of the present pooling plan. ‘The pool price need no longer be 
affected by such circumstances as the setting up of liquid milk 
depots or factories within a region; and the Board would be better 
able to change the direction of supplies in order to save transport 
costs. The returns of all producers within any given region would, 
however, still be affected by increases or decreases in the sales of 
all other producers within that region. The plan is, therefore, 
designed to prevent or to control changes in the relative volumes of 
supphes from the different regions, but not from individual pro- 
ducers within the region. It would, therefore, be much simpler 
to operate and decidedly less objectionable in principle than the 
individual quota system. 


(vi) A Modification of Regional Quotas. 

We think, indeed, that the regional quota plan contains the 
germ of a satisfactory solution of the problem of safeguarding the 
level of returns to producers, while influencing the location of 
milk production as may be considered desirable in the national 
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interest. It would not, however, be necessary to work exactly on 
the lines that we have described. 


The regional quota plan recognises that the level of the pool price 
is the main factor in determining whether production in the region 
shall expand or contract and thus in determining the output of the 
region. At present the relationship between regional pool prices in 
Eingland and Wales depends partly on the proportions of liquid and 
manufacturing milk sold in the several regions and partly on the 
application of inter-regional compensation. If, however, the prices 
payable to producers in each of the regions were by any means fixed 
at such levels as would maintain the present relationship between 
the output of regions (or whatever adjustment of the present 
relationship is thought desirable) any danger that expanding sales 
in some areas might ruin prices for producers in other areas would 
be avoided. If, moreover, the general level of regional prices were 
fixed so as to secure, as nearly as possible, only the total output 
of milk that was desired, the danger that a general increase in 
production would cause consumers’ prices to rise still further 
would similarly be avoided. Finally, if the relationship between 
regional prices were subject to periodic review and adjustment, 
it would be possible to stimulate, at a suitable rate, any changes in 
methods or localities of production that seemed to be in the general 
interest. 


CHAPTER 18.—IMPORT POLICY AND PRODUCERS’ 
RETURNS. 


There are practically no imports of liquid milk into the United 
Kingdom, and consequently it would be impossible to affect the 
_ returns to milk producers in this country through any import policy 
directed to liquid milk. It is often suggested, however, that the 
position of milk producers in the United Kingdom might be improved 
through the operation of a suitable import policy for milk products. 
The suggestion is that the policy might be designed either to expand 
the manufacturing market for home-produced milk at current prices ; 
or to raise the price of home-manufactured products, and thus the 
value of manufacturing milk; or both to increase the quantity and 
to raise the value of milk used in home manufacture. 


The forms of import policy that are commonly advocated for these 
purposes are either :— 

(a) quantitative regulation applied so as to reduce the volume 
of imports ; 

(b) increased import duties on milk products; or 

(c) the levy-subsidy system, under which a fund, secured from 
levies on imports of milk products, would be made available for 
the assistance of the home industry. 


Before considering the possibilities of each of these forms of import 
policy, it will be desirable to give a broad indication of the im- 
portance of imported milk products in relation to the total supplies 
of the United Kingdom and short particulars of the import measures 
that are already in cperation. 
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(i) Imports of Milk Products. 


The greater part of the total supply of certain milk products is 
manufactured at home, but by far the greater proportion of others 
is imported; and the latter include butter and cheese, which, in 
quantity and value, are much the most important. The relationship 
of the volume of home production to imports from Empire and 
foreign sources is shown for each of the principal milk ers Te: in 
the following Tables :— 


TABLE 25.—Homer Consumption oF MiLtK Propucts: PERCENTAGES” 
PRODUCED IN THE UntiTED KINGDOM AND IMPORTED IN 1935. 


Condensed Milk 


























Source of supply. | Butter. Cheese. Cream. whole powder 
milk.  |(fullcream). 
per cent.| per cent. | per cent. | per cent. | per cent. 
Home products 9 30 92 84 OF 
Imports from 
Empire countries 51 62 5 6 3 
Imports from 
foreign countries 40 8 3 10 — 
DOTA Uae omg 100 100 100 100 100 


* The figures for home production in this Table are based on estimates of 
total home production, including that of Northern Ireland, less exports of 
home produce; the figures for imports relate to total imports less re-exports.. 
Fuller details of imports are given in Table 55 on p. 346. 


TABLE 26.—Retative ImMportTANcE oF HoME-PRODUCED MILK AND MILK 


PRopuctTs AND OF THE PrINcIPAL IMporTED MiiK PropUCTS IN THE 
Unitep Kinepom In 1935, EXPRESSED AS MiLK EQuivaLent.t 


Milk equivalent | Percentage of 














(million gallons). total. 
Imported butter ... a she =i 2,504 59-3 
Imported cheese ... 301 (Gs' 
Imported condensed whole mille mad 
full-cream milk Pee Gl eis a it 0:3 
Imported cream ... =. 4 8 0-2 
Home supplies—liquidi. .. 859 20°4 
Home _ supplies — memieachu ners all 
products ok ae ae ae 538 Leg. 
ToTaL ae oe 0 ea 4,221 | 100-0 








t+ The expression “milk equivalent” is used here as meaning the gross. 
quantity of whole milk required to produce the various commodities ; but with 
some of them there are valuable residues from manufacture, which may be 
used in the production of other commodities. 


{ Including an estimated allowance for milk not sold through any of the 
Boards. 
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These Tables demonstrate the predominant position of butter 
imports, both in relation to total supplies on the home market and 
to other imports. It will be seen that 90 per cent. of the butter 
consumed in this country is imported and that, in terms of milk 
equivalent, imported butter constitutes some 60 per cent. of the 
total United Kingdom consumption of milk and milk products. 
Similarly, imported cheese forms a high proportion of the quantity 
of cheese consumed, but the consumption is much smaller than that 
of butter. Together butter and cheese represent over 99 per cent. 
of the milk equivalent of total net imports. 


Existing import duties——Imports of milk products from foreigrs 
countries and from the Irish Free State are subject to duties under’ 
the Import Duties Act, 1932, the Ottawa Agreements Act, 1932,, 
and the Irish Free State (Special Duties) Act,1932. The rate of duty 
on foreign butter is 15s. per cwt., and on cheese 15 per cent. ad 
valorem, while butter from the Irish Free State is dutiable at 40 per 
cent. ad valorem and cheese at 10 per cent. ad valorem. Duties at 
various rates are levied on the other, less important, commodities.” 
Up to the present, apart from the preferential duty on the sugar 
content of sweetened condensed milk and milk powder, duties have 
not been levied on Kmpire supplies other than those coming from 
the Irish Free State, which are subject to special duties. 

Some of the current duties are conventionalised under trade 
agreements; for example, the agreements concluded with the 
Dominions at Ottawa in 1932 stipulate that the rate of duty on 
foreign butter shall be not less than 15s. per cwt., while in several 
of the agreements with foreign governments it is laid down that 
the rate shall be not more than 15s. per cwt. During the currency 
of these agreements, therefore, the Government are not able to vary 
this duty. The Ottawa Agreements provided for free entry for 
butter, cheese and other milk products from the Dominions con- 
cerned for a period of three years, which has now expired. They 
further provided that, after the end of the three year period, 
His Majesty’s Government in the United Kingdom should have 
the right, after notifying the other Governments concerned, to 
- impose duties on Dominion milk products, while maintaining exist- 
ing preferential margins, or in consultation with the Dominion 
Governments to bring such products within a system of regulating 
quantitatively the supplies from all sources. 


Existing measures of quantitative regulation.—Quantitative 
regulation has already been applied by voluntary agreement to 
imports of certain dairy products, namely, condensed whole and 
condensed skimmed milk, milk powder and cream. These arrange- 
ments were introduced in the early summer of 1933, since when the 
principal foreign exporting countries have been approached from 
time to time with proposals for the gradual reduction of exports to 
the United Kingdom. The percentage reductions proposed for the 


* See Table 56 on page 347. 
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initial period of regulation* and for the third quarter of 1936, 
as compared with the corresponding periods of the base year June, 
1932, to May, 19383, were as follows :— 


Condensed Condensed Milk 
Period. whole milk. skim milk. powder. Cream. 
June-Sept., 1933 sed 20 20 20 20 
July—Sept., 1936 2 40 40 35 50 


The arrangements proposed for imports from the Dominions (other 
than the Irish Free State) and the less important foreign supplying 
countries have been based on a “‘standstill ’’ on the figures for the 
year June, 1932, to May, 1938. 

Imports of cream and condensed milk from the Irish Free State 
were brought within the scope of the regulation arrangements in 
January, 19384. The rates of reduction have been generally one-half 
of those proposed for imports from the principal foreign exporting 
countries, the base year being the calendar year 1933; but since 
the beginning of 1936 the allocations for condensed milk have been 
increased to 100 per cent. of the imports in the base year. 

As the following figures show, these regulation arrangements 
have resulted in a substantial reduction in imports of processed 
milks :— 


TABLE 27.—Comparison or Toran Imports Into THE UNITED KiINGpom 
oF ProcessED MILKS IN THE Base YRART AND IN 1935. 














Product. . | Base year. 1935. Percentage 
| | | | reduction. 
| . 
cwt. : ewt. 

Condensed skimmed milk ... 2,148,000 {| 1,405,000 | 34:6 
Condensed whole milk .:. 599,000 379,000 36°7 
Milk powder ae ee 299,000 221,000 26-1 
Cream De Ne oo 116,000 75,000 35:3 





+ For imports from the Irish Free State the base year is the calendar year 
1933; for imports from all other sources the base year is June, 1932, to May, 
1933. 

These measures have, however, had little effect on total imports 
of milk products as a whole, since the volume of imports of butter 
and cheése has not been regulated. 

Importance of Empire supplies.—It should be noted that 56 per 
cent. of butter imports, 88 per cent. of cheese imports, and practi- 
cally the whole of the imports of fresh cream come from Hmpire 
countries. The proportion of tinned cream and condensed milk 
imported from Empire countries is much smaller, but the total 
of these imports in terms of milk equivalent is itself relatively 
small. If, therefore, Empire supplies of milk products were to con- 
tinue to enter this country without restriction, the effect of any 
measures designed to discourage imports would be greatly reduced. 


* For details of regulation from June, 1933, to date see page 348. 
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(ii) Quantitative Regulation of Imports. 

When the quantitative regulation of imports of milk products 
is advocated as a means of expanding the market for, or raising 
the price of, home-produced milk used in manufacture, the object 
is usually either :— , 

(a) that imports of milk products should be reduced in order 
to make way for an equivalent volume of home-produced milk 
in the manufacture of those products; or 

(b) that imports of those products returning the highest 
realisation values for the milk used in them should be re- 
duced, so that, for example, home-produced milk now used 
in the manufacture of cheese would be transferred to the 
manufacture of cream, thus raising the average returns from 
manufacturing milk; or 

(c) that total supplies either of milk products generally or 
of certain milk products should be reduced (by so reducing 
imports as to secure a net reduction in total supplies) in order 
to raise the prices of those products and thus to raise the. 
realisation value of the milk used in their manufacture. 

If the quantitative regulation of imports of milk products is to be 
of any advantage to home milk producers, it must be through one 
or more of these effects. It is unlikely that in practice the effects 
would be confined to any single one of these, but for the pur- 
pose of examining their possibilities in improving the position of 
producers it 1s easier to consider them separately. 

In the first case, if imports of milk products were reduced and 
the ultimate result (omitting the steps by which it would be 
reached) was for additional home manufacture to fill the gaps, the 
effect would be to increase the quantity of home-produced milk 
used in manufacture. But since the total supplies of all the 
products would then be the same as before, there would be no 
consequent effect upon their values and no change, therefore, in 
the realisation values of the milk used in them. At present all 
manufacturing milk, for whatever purpose it is used, returns a 
price that is lower than the price paid to producers. Under these 
conditions it follows that, other things being equal, an increase in 
the volume of milk sold for manufacture would have the effect of 
reducing the average level of prices payable to producers and would 
thus be worse than useless for the purpose of improving their 
returns. The English Board have recognised in a memorandum 
submitted to us that an increase in home production for manufac- 
ture could, in the circumstances described, only have the effect of 
worsening the position of producers. 

The second suggestion is that imports of only those milk pro- 
ducts returning the higher realisation values should be reduced, 
so that as much as possible of the home-produced milk now sold 
into the lower-priced manufacturing markets might be transferred 
to a higher-priced manufacturing market with a corresponding 
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gain to the home producer. The two products returning the 
highest realisation values are cream and condensed whole milk. 
But already over 90 per cent. of the cream and over 80 per cent. 
of the condensed whole milk* consumed in this country is pro- 
duced at home. If it were practicable to arrange at once for the 
whole of the remainder to be made in this country from milk 
that is at present used in the manufacture of cheese, the result 
so far as producers are concerned (leaving out of account the pre- 
sent Government advances) would only be to raise the average 
returns from manufacturing milk as a whole by one-sixth of a 
penny per gallon and thus to raise pool prices by little more than 
one-twentieth of a penny per gallon. The maximum benefits that 
could be secured by this means would, therefore, hardly be 
appreciable. 


The third case postulates a reduction in the total volume of 
supplies of some or all milk products. Such a reduction would 
tend to raise the price level of both the imported and the home- 
manufactured product to some extent, but it is difficult to say 
how far supplies would have to be reduced in order to bring about 
any desired rise in prices. Moreover, it might not be possible 
to ensure a permanent reduction in supplies merely by reducing 
imports; with some products, at all events, it would probably be 
necessary at the same time to control home production if it were 
desired to maintain a net reduction in supplies and thus a rise 
in values. 

Imported cream and condensed whole milk already form such 
small proportions of the total supplies of these products that there 
would be little hope of raising appreciably the prices of these 
products simply by reducing imported supplies. In any case the 
total volume of milk used in making cream and condensed milk 
in the United Kingdom amounts to only one-quarter of all the 
milk used in manufacture, and consequently a relatively large 
rise in price would be needed before there was any noticeable 
effect on the average price of manufacturing milk. 

Butter and cheese are the two important milk products of which 
the major part of the supply is imported. They would accord- 
ingly be more likely than cream and condensed milk to lend them- 
selves to the plan of raising prices by regulating supplies. During 
1934-35 the Government advances under the Milk Act raised the 
average price realised for milk used in the manufacture of butter 
and cheese by about 1-3d. per gallon. If it had been desired to 
secure an equivalent increase in the returns from these classes 
of manufacturing milk through the restriction of butter and cheese 


* There is, moreover, an export trade in condensed whole milk which, in 
1935, was three-quarters as large as the import tradein this commodity. If 
imports were prohibited, the present volume of imports would seek a market 
elsewhere, and their competition on the world market might tend to reduce 
the present exports from the United Kingdom and thus to modify the effects 
on home production. 
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imports, it would have been necessary to reduce imports sufficiently 
to raise wholesale butter prices by 3-3d. per lb. and cheese prices 
by 1-8d. per lb. G.e. 1-8d. per gallon for 23 gallons of milk used 
in making 1 lb. of butter and for 1 gallon of milk used in making 
1 lb. of cheese). A very considerable restriction of imports would 
probably have been needed to bring about price increases of that 
order, which would have amounted to some 20 to 30 per cent. of 
the wholesale cheese and butter prices for that year. 

Apart from the other difficulties that might be expected to arise 
in implementing a programme of heavy reductions in imports, it 
is clear that measures which resulted in substantial rises in wholesale 
prices would be a serious matter to consumers. Since only some 
10 per cent. of the butter and 30 per cent. of the cheese consumed 
in the United Kingdom is produced at home, much the greater part 
of the additional cost to the home consumer represented by these 
increases in price would find its way into pockets other than those 
of the home milk producing industry. Moreover, the price increases 
would cause some transference of demand to competing foodstuffs, 
and this would tend to offset the effects of reductions in imports. It 
does not appear, therefore, that the quantitative regulation of 1m- 
ports of butter and cheese would offer a suitable means of improving 
the position of the home milk producer, both because of the un- 
certainty of its operation and because of the large cost that would 
be imposed upon the consumer relative to the price advantage gained 
by the home producer. 


(iii) Increased Import Duties. 


It seems to us that, from the point of view of the home milk pro- 
ducer, the probable effects of increases in the import duties on milk 
products would not differ materially from those which might be 
expected from the quantitative reduction of imports. Those effects 
might be even less calculable, however, because some part of any 
increase in import duties would probably be borne by exporting 
countries, and to that extent the duties would not directly affect 
either supplies or prices in the United Kingdom. 

The first tendency of an import duty on imported milk products 
would be to raise to some extent the prices of the imported products 
affected. This would probably result in a similar rise in the price 
of home-manufactured products of the same kinds and a correspond- 
ing increase in the realisation values of the milk used in their 
manufacture. 

In discussing the possibilities of quantitative regulation we 
pointed out that an increase in the average price of milk used in 
the manufacture of butter and cheese during 1934-35 of about 1-3d. 
per gallon would have been necessary to secure to producers the 
advantages which they gained through the advances made on this 
milk under the Milk Act. Some 24 gallons of milk are needed to 
make 1 lb. of butter and 1 gallon to make 1 lb. of cheese; conse- 
quently in order to obtain through import duties an increase of 
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1-8d. per gallon in the value of manufacturing milk used in 
making these products, it would have been necessary to impose 
additional duties of at least 3-3d. per lb. on all butter and 1-3d. 
per lb. on all cheese, including supplies from the Dominions. In 
practice, since exporting countries might bear a part of the duties, 
they would probably have had to be appreciably higher in order to 
secure the desired effect. 

Whatever the results of increased import duties upon producers’ 
returns, they would tend (like the quantitative restriction of imports) 
to raise prices to consumers over the whole supply of the products 
affected, both home-produced and imported. The consumer would 
be required to pay more for all butter and cheese, although the 
Exchequer, and thus the taxpayer, would gain to the extent of the 
yield from the duties. 


(iv) The Levy-Subsidy System. 

Under the levy-subsidy system a levy would be imposed on 1m- 
ported milk products, and the proceeds would be used to assist the 
home industry. ‘The levy would have the same effect in raising 
market prices and reducing imports as an import duty of equal 
amount. But if the income from the levy (unhke that from import 
duties, which accrues to the Exchequer) were used directly to sub- 
sidise returns to producers, the amount of levy needed to raise 
those returns by any given amount would be smaller than the amount 
of import duty needed to achieve the same increase. Since the 
ratio of imports of milk products to the quantity produced at home 
is about 5 or 6 to 1, a small levy on imports would provide a 
relatively large amount of subsidy per gallon of milk used in 
manufacture in this country. 

Some idea of the sum that might be derived from levies on 
imports can be formed by selecting rates of levy and calculating the 
resultant revenue on the basis of the import figures for 1935. If, 
for example, import levies at 1d. per lb. (9s. 4d. per cwt.) on 
butter and 4d. per lb. (4s. 8d. per cwt.) on cheese had been charged 
on the quantities imported in that year, the total proceeds would 
have been about £5 million. 

In practice it is to be expected that there would be some rise 
in price as a result of the levies, which, in turn, would react upon 
demand, since some consumers would turn from butter to margarine 
and from cheese to other foodstuffs. But exporting countries are 
likely to pay part of the levy in order to retain their markets, so that 
retail prices might not rise to the full extent of the levy. That 
would lessen the disadvantage from the point of view of con- 
sumers; and it would not make any substantial reduction in the 
possible benefits to home milk producers, most of which would come 
from the subsidy fund and relatively little from the effect of the 
levy in raising prices. : 

Without expressing any opinion as to the suitability of the 
rates of levy which we have taken for purposes of illustration (and 
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which, incidentally, do not represent quite the same rate per 
gallon of milk equivalent for butter and cheese) it would seem that 
£4 million is a fairly conservative estimate of the sum that could 
be obtained from levies at these rates, even without having recourse 
to levies upon the relatively small quantities of other imported milk 
products. This sum would have been sufficient in 1934-85 to have 
subsidised the returns from all manufacturing milk in the United 
Kingdom (i.e. including Northern Ireland) to the extent of some 
2d. per gallon, or to have raised the average level of returns from 
all milk sold in the United Kingdom by about 3d. per gallon. 


(v) General, 


It seems clear that neither increased import duties on milk pro- 
ducts nor the reduction of imports by means of quotas would provide 
the home milk industry with the assistance which it desires. These 
measures could have little effect in raising the average value of 
manufacturing milk except by raising the values of butter and 
cheese and thus the prices of these commodities to the consumer. 
In the first place, however, it would not be practicable to raise these 
prices by more than a small amount. Secondly, while the consumer 
would have to pay the higher prices for the whole supply, the home 
producer would obtain only a relatively small part of the additional 
sum thus paid, because only a’ small proportion of the butter and 
cheese consumed is made from home-produced milk. In brief, the 
benefit to producers from import duties or import restriction must be 
extremely limited; and, in any case, the cost to consumers would 
almost certainly be far greater than any possible advantage to 
producers. 

The levy-subsidy system is open to the criticism that, like the 
alternative forms of import policy, it may raise the prices of im- 
ported milk products to the consumer in the process of securing 
better returns to the home producer. But it seems to us to be 
the only one of these three import policies that could in practice be 
employed without hurting consumers more than it helped the home 
industry. 


CHAPTER 19.—TRANSPORT PROBLEMS. 


We have already had occasion, in discussing the effects of the 
schemes on producers’ prices (in Chapter 6), to describe in general 
terms the systems of transport charges adopted under each of the 
schemes, and a more detailed explanation of them is given in 
Appendix IJI. Under the two main schemes artificial advantages 
have been created for some producers, while others have suffered. 
The more important of the anomalies resulting from the transport 
charge systems are described in the following section. 

The chief matters for consideration in connection with transport 
are first, the ways and means of reducing transport costs as a whole 
to the lowest possible figure; and secondly, the principles that 
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should govern the assessment and allocation of transport charges. 
These questions are discussed in the subsequent sections of this 
Chapter. 


(i) Anomalies of the Systems of Transport Charges. 


Direct liquid milk contracts in England and Wales.—In England 
and Wales, during 1934-35, nearly one-half of the wholesale milk 
supplies was sold on direct contract for the liquid market.* There 
are large variations, depending mainly upon chance, in the amounts 
of the transport charges that have to be borne by producers hold- 
ing this type of contract. In any district producing more than 
the local needs, some producers are able to obtain local contracts, 
and others are obliged (if they can obtain direct liquid milk con- 
tracts at all) to send longer distances. Thus, in the same neigh- 
bourhood, one producer may be able to sell to a local distributor, 
with practically no cost for transport, while another, receiving 
the same pool price, may be obliged to send to London, at a much 
greater cost, or to sell to a depot, probably incurring a still heavier 
charge. The difference between the net returns to individual pro- 
ducers receiving the same pool price may amount to as much as 2d. 
per gallon. 


While the prices paid to producers within a region or a scheme 
area are now uniform, the transport charges on direct liquid milk © 
sold locally are generally appreciably lower than those on milk sold 
to depots and factories. There is accordingly strong competition 
between producers to obtain local liquid milk contracts. Many of 
them have been prepared to allow the buyer to pick up the milk 
and to agree to a larger charge for transport than is justifiable, 
because the alternative would probably be to make a depot contract. 
In other cases producers have been induced to give level delivery or 
other special services without receiving any premium, rather than 
lose the contract. A few buyers have thus been able, in effect, to 
obtain their supplies at delivered prices a little lower than those 
prescribed by the Board. 


Depot and factory milk contracts in England and Wales.—'here 
are many ways in which the system of transport charges on depot 
and factory milk affects different groups of producers unequally. In 
certain areas country depots owned by town buyers provide an im- 
portant outlet for local supplies, and some producers are virtually 
compelled to send to these depots and to bear the “ transit risk ”’ 
charge even though they would prefer to send direct to the town 
and thus to escape “‘ transit risk’’. It not infrequently happens 
also that a producer relatively near to London or some other big 
town, who is obliged to send his milk to a depot, incurs a larger 
charge than a producer farther out who has been able to obtain a 
direct liquid milk contract in the town. 


* See Table 31 on page 309. 
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The Board is required under the terms of the scheme to make 
transport deductions in respect of milk sold for purposes other than 
liquid consumption. On all milk manufactured in a depot the 
deduction is equal to the sum of the “‘ transit risk ’’ charge and 
the ‘‘ standard freight charge ’’ of the depot (1.e., the railway rate 
to the most distant of the markets normally served by it). Con- 
sequently producers sending milk to a depot may have to bear heavy 
transport charges on that part of their milk which is manufactured, 
simply because some part of the total intake of the depot is sold for 
liquid consumption at a considerable distance. Jurther, if one of 
two neighbouring depots having the same “ standard freight 
charge ’’ has an outlet for a considerable part of its supplies into 
local liquid milk markets and the other engages mainly in manu- 
facture, the average transport charge on supplies to the first will 
be lower than on those to the second. 


Again, two depots within a few miles of one another, both sending 
liquid milk to the same destinations, may have differences of as 
much as 4d. per gallon in their ‘‘ standard freight charges ’’, 
because the railway station serving one of them has the ordinary 
rate, while that serving the other has a special rate lower than 
the ordinary rate. The same kind of difference occurs if one of the 
depots has to send liquid milk longer distances than the other. 
Such variations in transport charges mean differentiation in the net 
returns to individual producers even on adjacent farms. It is 
understood that in some such cases agreement has been reached 
between neighbouring depots to the effect that the one with the 
lower railway rate will make up the difference by increasing its 
collection charge, thus obtaining an extra profit on collection. 


The depot system has given rise to another practice which is 
clearly at variance with producers’ interests, though it appears 
under the conditions created by the scheme to be to the advantage 
of certain regions. The transport charge levied on milk sent 
to a depot which supplies the London market, for example, is deter- 
mined by the cost of transporting that milk in small lots to London. 
The buyer, however, is able to bulk the milk and to send it to 
London at a lower rate. There is thus a direct incentive to buyers 
owning depots in different parts of the country and selling liquid 
milk to the large consuming centres to draw their liquid supplies 
from their more distant depots, making a profit on the transport 
of that milk, and to concentrate manufacture in the depots nearer 
to those centres. The result is clearly to add unnecessarily to 
total transport costs and at the same time to afford an additional 
profit to the depots concerned. | Under present conditions this 
practice is advantageous to producers in the regions immediately 
concerned, because more of their milk is sold into the liquid milk 
market, and their pool price is consequently higher than it would 
otherwise be. But pool prices in other regions must be corre- 
spondingly reduced, because more of their milk must go into manu- 
facture. Producers as a whole lose by the amount of the 
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additional transport cost incurred. The recent Report of the Com- 
mittee of Investigation for England regarding complaints of the 
buyers against the prices and terms of the contract prescribed by 
the Board for 1935-36 mentioned this point. After referring to the 
Board’s evidence that, although other milk was available near at 
hand, milk might be brought from long distances to London by 
depot buyers because of the larger profit thus made on transport, 
the Committee stated (page 35 of their Report) that ‘‘ Such a 
transaction is, from the standpoint of the industry as a whole, an 
abuse of the depot system and one which we can only deprecate. 
The fact that such abuses may occur, however, is not an argument 
for the abolition of depots... .” 

Factory milk must, under the terms of the scheme, also be charged 
by the Board with a transport deduction. It has been difficult 
for the Board to find an equitable basis for the ‘* special transport 
deductions ’’ on factory milk, especially in view of the differences 
between the ‘* standard freight charges ’’ approved for neighbouring 
depots which are in competition with factories for supplies. A 
further difficulty has arisen where milk is used for manufacture in 
a town and direct transport charges have, therefore, already been 
paid upon it by producers. There has been at least one case of a 
town factory where it has been impracticable to assess the deduction 
on the usual basis because of the large difference that would thus 
arise between returns to producers supplying that factory and 
returns to neighbouring producers sending into the same town for 
the liquid market. | 

In general, the system of transport deductions on depot and 
on factory milk requires the individual producer of milk used 
for manufacture to pay charges which exceed considerably the 
actual costs of transporting his milk. The system is necessary 
under present conditions to prevent milk used in manufacture from 
affording larger net returns to producers than milk sold into the 
liquid market ; and the additional money raised in transport deduc- 
tions is paid into the regional pools and is thus returned to pro- 
ducers as a whole. Nevertheless this indirect method of adjusting 
producers’ returns has given rise to much suspicion and complaint 
among producers; and in its operation it has been uneven in its 
incidence upon buyers and has caused dissatisfaction among them 
also. 

The amendments proposed by the Board, which are described in 
Appendix III, are designed to make the charges uniform within a 
region and would thus remove some of the difficulties and reduce 
others; but they would not, of course, overcome those deeper 
objections which arise out of the fact that the transport charge 
system is not solely a system of allocating actual transport costs 
among those who should pay them, but is also a means of adjusting 
the net returns to different groups of producers. 


Scottish difficulties.—The difficulties in Scotland are less serious. 
So far as the two smaller scheme areas in the north are concerned, 
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the situation is, of course, free from most of the complications that 
are found under the two larger schemes. Nevertheless, under a 
system of pooled prices to producers and individual responsibility 
for transport charges, producers supplying distributors in their 
own immediate localities would be relatively better off than those 
supplying more distant markets. 

Under the main Scottish scheme, the transport charge system 
originally adopted was designed to secure that, though gross prices 
to producers were uniform, their net returns should vary according 
to their distance from the main consuming centres. ‘Three 
‘haulage centres’’ were specified—Glasgow, Edinburgh and 
Dundee—and the transport charge borne by a producer was deter- 
mined by the distance of his farm from the nearest of these three 
centres. Since then, twelve further centres have been added, but 
with an entirely different purpose. The intention in prescribing 
these additional centres was to increase the net returns of producers 
in the East relatively to those of producers in the West of the 
scheme area by reducing their average transport charges. 

We understand that, in deciding which of the prescribed centres 
is nearest to a producer’s farm, the measurement has been made in a 
straight line, but that, in computing the amount of the transport 
charge, distances have been measured by the shortest practicable 
route ; and this seeming inconsistency has given rise to some com- 
ment. There has also been some difficulty regarding the allocation 
of haulage contracts between buyers and independent hauliers, 
but this does not affect the principle of the system adopted. 

We have no reason to doubt that the original system in the main 
Scottish area was, within hmits, effective for its purpose. The 
main complaint about it seems to have been that it did not create a 
sufficiently large difference between producers in the Hast of the 
area and those in the West. But this, as we have indicated, raises 
questions other than those of transport and transport charges. It 
has also been pointed out that both the original and the amended 
arrangements have resulted in many individual producers, both in 
the East and in the West, paying more than the actual cost of trans- 
porting their milk. That is an inevitable effect of any system of 
assessed charges, and it is not unreasonable when pool prices are 
maintained at a uniform level over a wide area. But this effect has 
been intensified under the main Scottish scheme (as with depot and 
manufacturing milk under the English scheme) by the fact that 
the charges have been fixed at rates which bring in more than 
sufficient to pay the total actual costs of transport. Any system of 
transport charges that results in a profit introduces a new factor 
which may affect the relative positions of producers paying those 
charges. : 

One important point of difference between the main Scottish and 
the English schemes 1s that, under the former, buyers of depot milk 
are themselves responsible for transport charges on milk after 
delivery to the depot. In consequence town buyers can obtain their 
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supplies more cheaply if the milk is consigned direct from farms 
than if it is assembled in buyers’ country depots. This has been 
the subject of complaint by distributors owning country depots, who 
have pointed out that they suffer a disadvantage if they use their 
depots for the purpose for which they were intended, namely, the 
country assembly of liquid milk supplies. 


(ii) The Reduction of Total Transport Costs, 


Apart from any influence that the Boards may be able to exercise 
over the destination of milk, and thus over transport costs as a 
whole, through their powers under the schemes, each of the Boards 
is expressly empowered by Section 12 of the Milk Act, 1934, subject 
to consultation with representatives of wholesale buyers, to deter- 
mine the places to which milk produced in the scheme area may 
be sold or consigned. ‘There are thus great potentialities for the 
reduction of unnecessary transport if means can be found to use 
this provision without hardship to individual producers or to other 
interests. 

The main Scottish Board has, in fact, been able to re-arrange 
contracts to some extent and in this way to reduce distances and 
costs. The English Board has also made some efforts in the same 
direction, but has found it difficult to carry through any large and 
important changes because of the disadvantageous effects, under 
the English systems of regional price pooling and of assessing trans- 
port charges, upon some of the individuals and groups of producers 
concerned. It will be convenient, however, to consider first the 
possible methods of securing economies in transport generally and 
then the means of ensuring that the benefits of reduced costs are 
enjoyed by all producers on an equitable basis. 

According to estimates of the English Board, the average transport 
charge borne by producers (including any expenses of their own) 
in England and Wales in 1934-35 amounted to 1-83d. per gallon. 
This sum, however, includes the assessed transport charges made on 
milk that goes into manufacture. As these deductions revert to 
the appropriate regional pool, they do not represent any payment 
by producers as a whole, but are in the nature of an adjustment 
between them. If allowance is made for these items, the actual 
cost of transporting all milk (i.e. both liquid and manufacturing) 
averaged approximately 1-24d. per gallon. 

There can be no doubt that this average charge is higher than 
it need be. We are informed by the Board that, from an examina- 
tion of the statistics in its possession, there appears to be no 
town in England and Wales, apart from London, which could not 
draw the whole of its supplies from within a radius of 50 miles. 
All but the largest towns could be supplied from within a much 
shorter radius. Even for the great consuming area of London, the 
Board is of opinion that it should not be necessary to draw supplies 
from a greater distance than 100 miles. It is not, of course, con- 
templated that all the output of the areas immediately surrounding 
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London and other large towns should be sent into those towns, 
leaving the smaller towns and villages within those areas to obtain 
their supplies from a distance. It should, however, be possible to 
supply the large cities from within a smaller radius than at present, 
without interfering with local supplies in this way. 

The ordinary railway rates (after allowing for the rebate under 
the provisions of the Local Government Act, 1929) for the carriage 
of milk are :— 


Up to 20 miles oe see as 0-64d. per gallon. 
20 to 50 miles i AY at 0-98d. per gallon. 
50 to 75 miles 7 rai os 1-23d. per gallon. 
75 to 100 miles ee a0 ae 1-32d. per gallon. 


Bearing in mind that the great mass of the population is in cities, 
towns and villages which could draw their supplies from well within 
the 50 mile radius, it seems clear that the actual cost of transport- 
ing milk from the producer’s nearest railway station to its destina- 
tion should not exceed an average of 1d. per gallon and might easily 
be appreciably less. Even allowing for collection charges, we think 
that, if all milk were directed to its most suitable market, so that 
the main consuming centres were supplied as far as possible from 
their own locality and outlying milk were manufactured near the 
point of production, it should be practicable to reduce the costs a 
good deal below the present figure. 

Figures supplied by the main Scottish Board show that, for the 
year 1935, the average of the assessed charges on producers for the 
transport of milk amounted to 1-1ld. per gallon. This sum was 
more than sufficient to cover the actual transport costs, which 
averaged 0-84d. per gallon. The Aberdeen Board estimates that the 
average rate for the transport of milk within the area of the scheme 
is $d. per gallon. Information regarding the cost of transport under 
the North of Scotland scheme is not available, but it is unlikely 
to be any higher than an average of 3d. per gallon. It would 
appear, therefore, that the average rate throughout Scotland 
certainly need not exceed 1d. per gallon and might be much less. 
We discuss below three methods by which reductions in trans- 

port costs might be effected. The first is to give a sufficient incen- 
tive to producers to send milk short distances only; the second, 
to give an inducement to buyers to purchase milk close at hand; 
and the third, to place upon the Boards the responsibility for con- 
trolling the flow of milk supplies in such a way as to ensure that 
none travelled further than was necessary. 


Incentive to producers.—In England and Wales the incentive 
to sell to the nearest possible buyer has to a large extent been 
destroyed because of the special arrangements which have had to 
be made regarding transport charges on manufacturing milk. H, 
in order to restore this incentive, these special arrangements were 
abolished and, while prices continued to be pooled, each producer 
was required to pay his actual transport costs, the present inequities 
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would be intensified. Producers distant from consuming centres 
who chanced to be near factories would probably be better off than 
any others. The charges to be borne by depot suppliers (assuming 
that they still had to pay the cost of transporting liquid milk to its 
ultimate destination) would vary far more than they do to-day. 'Those 
outlying producers who were able to obtain local liquid milk con- 
tracts would secure higher net returns than many producers within 
a few miles of the large towns. The anxiety of producers to secure 
local contracts would lead to a continuation of the present practice 
among some producers of giving special services without charge, 
thus weakening the market for others. 

In the main Scottish area, similarly, the substitution of indi- 
vidual responsibility for transport charges in place of the “‘ zone ”’ 
system would benefit unfairly some distant and seasonal producers 
at the expense of near-in and generally more level producers. 

It does not appear that under any system of pooled prices a 
satisfactory solution of the problem of reducing transport costs as a 
whole will be reached by leaving the initiative with individual 
producers. 


Incentive to buyers.—The second method is to alter the 

existing conditions so that it became advantageous to the buyer 
to shorten hauls. This might be done by fixing the buying price of 
milk at the farm or at the first point of country delivery. The 
buyer would become responsible for the payment of all transport 
costs, and it would, therefore, be to his benefit to obtain supplies 
as near as he could to their ultimate destination. One incidental 
advantage of such a system would be that it would remove the 
difficulties which have arisen under the two main schemes in deter- 
mining and allocating transport charges on liquid milk consigned 
from depots to consuming centres. 
_ Over the scheme area as a whole the buying price of milk would, 
of course, have to be reduced by the average cost of transport. 
This price might still be uniform throughout a region or a scheme 
area. But if varying transport costs had to be added to a flat 
buying price, the delivered cost of milk would also vary, being 
highest on that milk which travelled the longest distance. In con- 
sequence it would be necessary, as indeed seems reasonable, that 
the retail price in the main centres of consumption should be higher 
than in country districts. But another result would be that those 
individual distributors in the large towns who were able to obtain 
the whole of their supplies near at hand would secure a higher 
margin than those who had to go further afield. 

The transference to the buyer of responsibility for transport 
charges would also have some important effects upon the producing 
industry. At first sight, the result would appear to be that all 
producers within either a region or a scheme area would receive 
the same net returns. In that event production would be encouraged 
in places distant from the main consuming centres. The tendency 
for production to expand in outlying areas, concurrently with the 
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incentive to buyers to seek near-in contracts, might create difficulty 
in placing some of the distant contracts, while near-in contracts 
might acquire a premium value. If this premium value were not 
officially recognised by the Boards, private arrangements would 
probably be reached in some cases between buyers and producers for 
the direct payment of an additional sum for near-in milk; for it 
would pay buyers to give a little extra to near-in producers for their 
contracts in order to avoid heavy transport costs. If, on the other 
hand, the Boards recognised the difference in the value of near and 
distant milk to buyers, they would find it necessary to charge 
different levels of buying prices, and this would probably involve 
either a “‘ zone’’ system of wholesale prices or some form of 
“ auctioning ’’ contracts. Similarly, since the additional sums re- 
ceived for near-in contracts should go to the producers concerned, 
a method of allocating these sums equitably among producers, 
possibly on a “‘ zone ’’’ basis, would also be required. 

On the whole we are disposed to think that a major change of this 
character would be extremely disturbing to buyers and would raise 
the same kind of problems for the producers’ Boards as they would 
have to face if they were to undertake more directly the full control 
of the movement of supplies. 


Direct control by the Boards.—The third possibility is for the 
Boards themselves directly to control the flow of supplies with the 
object of reducing transport to the minimum. In any case in which 
a Board was satisfied that milk was travelling an unneces- 
sarily long distance, a nearer market would be found for the pro- 
ducer and arrangements would also be made for the buyer to obtain 
his supplies from a nearer source. ‘The Boards would not, of 
course, be able to reconstruct the whole system in a short time, 
but if they were free to re-arrange contracts they would undoubtedly 
be able, over a period, to eliminate long distance contracts and to 
secure that markets were supplied more economically than at 
present. 

Moreover, if the organisation of supply were undertaken by the 
Boards in this way it would be possible for them to consider large- 
scale proposals for the re-arrangement of transport itself. We 
do not suggest that the Boards should themselves undertake the 
actual transport of milk, but it is not unlikely that very favourable 
terms could be obtained by contracting with the railway companies 
or other hauliers for the carriage of either the whole output of a 
certain area, the.traffic along specified routes, or the whole of the 
traffic to certain towns. 

T'wo considerations of a highly important character would arise 
out of any such far-reaching proposal as this. The first is that 
there are a number of existing interests, other than those of pro- 
ducers, which would be affected. The second, which is the subject 
of discussion in the following section, 1s that the exercise by the 
Boards of wide powers of re-arrangement of contracts would render 
some system of pooling transport costs more obviously necessary. 
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It will be generally agreed, as regards the first of these, that 
while private vested interests cannot be allowed to stand _ per- 
manently in the way of reforms that are urgently needed in the 
public interest, it is nevertheless essential to ensure that, where 
wide powers are given, they are used reasonably, and that in- 
dividual hardship is minimised. For these reasons it is important 
that the proposals of the Boards should be subject to appeal to, 
or confirmation by, an independent authority. Further, prospective 
changes should be notified well in advance to those concerned so 
that they might have ample opportunity to fit their own arrange- 
ments to the new conditions. 


We have in mind, in this connection, two particular sets of 
conditions in which sufficient notice would help to prevent hard- 
ship, though there are, no doubt, many others. In the first place, 
the substitution of large-scale transport contracts for small in- 
dividual arrangements might withdraw business from numbers of 
local carriers and might also disturb the business of buyers who at 
present undertake their own transport. Secondly, there are some 
large distributive firms, in London more especially, who draw 
part of their liquid supplies from long distances and manufacture 
milk products in some of their nearer depots. Where the Boards 
were unable to approve contracts with distant depots which en- 
tailed unnecessarily long journeys, or where it became necessary to 
disturb the existing business of a milk haulier, adequate notice 
should be given to the owner of the depot or of the transport under- 
taking, so that he might have time in which to adapt his business 
to the changed conditions. 


We do not doubt that, if changes were made gradually and with 
due regard to the convenience of other parties concerned, disturbance 
and hardship could be mitigated to a very large extent. It would, 
however, be essential in our view that the general supervision of 
the process of rationalising transport should be in the hands of an 
impartial body so constituted as to enjoy the confidence of all 
interests. 


(iii) The Assessment of Charges on Individual Producers. 


Before dealing with methods of allocating transport charges among 
individual producers, it is necessary to consider the principles that 
should determine differences between net returns on account of the 
situations of individual producers relative to the markets for milk. 
It will be convenient for this purpose to examine the pre-scheme 
position and the changes that have been brought about by the 
schemes. 


Proximity values.— Under the pre-scheme transport arrangements 
each producer bore the cost of delivery of milk to the buyer, whatever 
the purpose for which the milk was used. In consequence, if two 
producers supplying, for example, the same London buyer and re- 
ceiving the same gross price were situated 20 miles and 200 miles 
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respectively from London, there would be a difference between their 
net returns due to, and equal to, the difference between their 
transport costs. 

At that time, however, buying prices were not uniform throughout 
the present regions or scheme areas. We have already pointed out 
that, where prices of milk delivered to provincial towns in England 
were fixed by local agreements, they were commonly lower than 
London prices by the amount of the transport charge to London. In 
general, local buying prices tended to become lower as the distance 
from large consuming centres increased. A distant producer might 
have a number of alternative outlets, such as sale at the farmhouse 
door, or to a local depot, or in a neighbouring village or town, or to 
a large consuming centre farther away. But the delivered prices at 
which he could sell would vary according to the method of disposal 
adopted. If he sold locally, the price would be less than the gross 
price which he would receive by selling to a large consuming centre 
by approximately the additional cost of transport. Each of these 
methods of sale tended to return to the distant producer the same net 
amount. 

Similarly, of course, the near-in producer had different methods 
of disposal open to him, each of which would return to him 
approximately the same net prices. In consequence, the returns 
to near-in producers tended to be higher than those to distant pro- 
ducers, whatever method of disposal was adopted ; and the difference 
was more or less determined by the difference in the cost of trans- 
porting the milk to one or other of the main consuming centres. 
Since London was by far the most important of these and milk could 
be sent to London from almost any part of Great Britain, London 
prices doubtless exercised a direct influence over all others. It must 
be recognised that these were general tendencies only and that in 
addition there would have been in each area other forces at work 
which would have affected actual prices. 


The gross prices received by producers and the transport costs 
borne by them, both of which differed for different groups of pro- 
ducers, were thus jointly responsible, before the schemes came into 
force, for the additional net value, or ‘‘ proximity value ’’, of near-in 
milk as compared with distant milk. Nearness to a village or a 
depot counted for very little if the village or depot was remote from 
the big consuming centres. Proximity values depended upon near- 
ness to London and the other densely populated areas. 

Under all the schemes every producer now receives the same gross 
price (subject, in the case of the two smaller Scottish schemes, to 
the “‘ basic quantity ’’ provision) as every other producer within his 
region or his scheme area. But except in the main Scottish area, 
one effect of the systems of transport charges adopted is that the 
outlying producer who is fortunate enough to secure a direct contract 
with a local distributor obtains an artificial proximity value created 
by the schemes, not a real proximity value due to the situation of his 
farm in relation to the main markets for milk. 
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The main Scottish scheme, in its original form, set out substan- . 
tially to preserve pre-scheme proximity values by providing that 
returns to producers should consist of the uniform pool price less a 
charge for transport which would vary according to their distance 
from the main markets. Thus the distant producer who was able to 
sell locally received the same net price as if hesold into the town, just 
as he would have done in pre-scheme days. The transport charge 
system was, in fact, used to maintain the balance between the net 
returns of near and distant producers which would otherwise have 
been upset by the introduction of uniform pool prices. 


In England and Wales the problem was approached in another 
way. ‘The regional prices paid to producers under the English 
scheme vary to some extent according to the proportions of liquid 
milk and manufacturing milk sold in the different regions ; but the 
provision for inter-regional compensation and the system of trans- 
port charges also have important effects upon the relative levels 
of regional pool prices. Normally the proportion of milk sold from 
any region for liquid consumption depends largely upon the nearness 
of that region to the main consuming centres and, notwithstanding 
adjustments due to inter-regional compensation, the near-in regions 
receive the higher pool prices, while the more outlying regions, 
where larger proportions of milk have to be sold for manufacture, 
receive the lower prices ; thus proximity to London and other large 
cities is to some extent reflected in the regional prices them- 
selves. The inter-regional compensation system, however, enables 
the Board to modify the differences between regional pool prices 
which would otherwise arise out of differences in the proportions 
of milk sold for hquid consumption and for manufacture. 


The regional pooling system under the English scheme has 
thus maintained differences between the average levels of returns 
to producers in different regions which to some extent correspond 
with differences in the average proximity values of the milk produced 
in the several regions. But differentiation by regions still gives 
producers in the most outlying parts of any region the same gross 
price as those nearest to a big town within that region. As a result, 
it enables some remote producers—those who are fortunate enough 
to get a local liquid milk contract—to enjoy net returns larger than 
those of their neighbours and of many near-in producers. Many 
individual producers must have lost the advantages of real proximity 
which they formerly had, and many others have gained advantages 
entirely fortuitously. 


It seems to us essential as a governing principle that transport 
charges should be allocated among producers in such a way as to 
secure differentiations in net returns which are related to actual 
proximity to liquid milk consuming centres. Further, it 1s undesir- 
able in our view that this issue of transport charges should be con- 
fused, as it has been both in England and Wales and in Scotland, 
with other questions affecting the adjustment of returns to different 
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groups of producers, which themselves involve separate important 
points of principle. 

Methods of allocating transport charges.—If each Board were to 
set out systematically to reduce the total transport costs of the milk 
produced within its scheme area, and for that purpose diverted the 
milk of individual producers to other destinations, some system of 
pooling transport charges would be almost essential; for if each 
producer were left to meet his own charges, many cases of in- 
dividual hardship would arise. For example, under the arrange- 
ments operating in England and Wales, a producer situated 20 miles 
from a certain town, but two miles from a depot, who has a direct 
hquid milk market in the town is at present almost certainly better 
off than if he were supplying the depot. The Board-might find it 
convenient, however, to transfer the town contract to a producer 
who was even nearer and to transfer the first producer to the 
depot. There would probably be many such cases in which changes 
of destination which were in the general interest would involve 
higher transport costs to individuals. Similarly, there would, of 
course, be many other cases in which individual costs would be 
reduced through the intervention of the Board; and it might not 
be reasonable that the producers primarily affected should reap the 
whole of the benefit. It seems inevitable, therefore, that if the 
Boards were to undertake the rationalisation of transport, the 
charges for transport should be made on some pooled basis. But 
whether or not the Boards undertook responsibility for reorganising 
transport, it does not appear that, under a system of pooled prices, 
individual producers could be treated equitably in the matter of 
transport costs unless these also are dealt with on some kind of 
pooling basis. 

A flat-rate transport pool.—The simplest form of pooling plan 
would be that under which a single pool was established for the 
whole scheme area, each producer contributing to it at a flat rate 
per gallon. At the beginning of each year the Board would 
estimate the rate required to meet all costs of transport. There 
would then be a deduction of that amount from the pool price, 
in order to arrive at the net price payable to producers. If, as we 
think is likely, it should ultimately be possible to reduce the average 
cost of transport considerably, the great majority of producers would 
gain, though it is true that those at present incurring the lowest 
transport charges would lose. In any event, however, the effect of 
a flat charge for transport would be to give those producers in the 
most outlying districts the same net returns as those close to 
the consuming centres, notwithstanding the difference in actual 
transport cost, thus entirely eliminating proximity values and artifi- 
cially encouraging production in the outlying districts. Although 
a flat-rate pool would be easy and cheap to administer, it must 
clearly be ruled out on more important grounds. 

Regional transport pools.—A second course would be to operate a 
number of regional transport pools. Those regions which were able 
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to dispose of the whole of their output close at hand (whether 
for liquid consumption or for manufacture) would have relatively 
low transport charges. Those regions which sent milk longer dis- 
tances would have rather higher transport charges. Consequently 
outlying regions sending mainly into local factories might be better 
off than near-in regions sending into the main centres of con- 
sumption. The maintenance of entirely separate and self-contained 
regional pools would, therefore, not create inter-regional differences 
which were related to real proximity values (i.e., the additional 
values due to nearness to the main consuming centres); nor would 
it distinguish between those producers within any region who were 
situated close to the large consuming areas and those who were 
more distant. 


A ‘ zoning ’’ system.—A third possibility would be to operate a 
pooling system for transport charges on the lines originally pro- 
vided for in the main Scottish scheme and the North of Scotland 
scheme. Under this plan the Boards would be responsible in the 
first instance for the payment of all transport charges, and the total 
sum incurred would have to be recovered from producers. A number 
of important consuming centres would be selected, and the contri- 
bution payable by a producer would depend upon his distance 
from one or other of these centres, regardless of the actual destina- 
tion of the milk, or whether it was used for liquid consumption or 
for manufacture. Thus a producer within, say, 25 miles of Bir- 
mingham (assuming that to be one of the centres) would pay a 
certain transport charge irrespective of whether his milk was, in 
fact, sent into Birmingham, or sold in a village nearer to the 
producer, or sent to a local depot or factory, or consigned to London. 
A further differentiation might be made according to the relative 
importance of the selected centres. Thus a producer within 25 miles 
of London would pay the transport charge appropriate to his 
position, wherever his milk was sold; but because of his more 
favourable situation, the charge in his case might be less than that 
of the producer within 25 miles of Birmingham. 


It is important to note that a system of this kind would have the 
effect of restoring, in England and Wales, the same kind of 
proximity values as existed before the scheme came into operation, 
but on an assured and a defined basis. Neither a single transport 
pool, to which all producers contributed at a flat rate per gallon, 
nor regional transport pools would have that effect ; and as we have 
pointed out, the present methods have destroyed the real proximity 
values of some producers and created artificial advantages for others. 
In the main Scottish area the *' zoning ’’ system would continue, in 
principle, the intentions of the promoters of the scheme; and what- 
ever differentiation was needed between the general levels of returns 
to producers in the East and to those in the West would have to be 
secured by some direct means, such as the introduction of regional 
prices. In the two smaller Scottish areas very little milk travels 
long distances, and producers at present bear their own transport 
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costs. If, say, those producers within prescribed distances of one 
or two of the largest towns in northern Scotland were charged a 
lower rate than others, and all the more distant producers who 
sold by wholesale were charged at a uniform rate, a reasonable 
differentiation would be made between the net returns to near and 
distant producers respectively. 

The number of possible systems of graduating charges by zones 
is almost unlimited. In the selection of centres it would be neces- 
sary to be guided by statistics of population ; but the sizes of the 
smallest of the towns to be taken as the centres of the zones must 
be decided more or less arbitrarily. The radius of the zone, or of 
each of the zones, surrounding these centres should be dependent 
to some extent upon the area of supply needed by each, and this, 
in turn, would depend upon the density of human population and 
of cow population in the surrounding district. The number of 
zones, and thus the amount of differentiation between one group 
of producers and the next, could also be adjusted as desired. A 
plan which aimed at delicate and detailed differentiation would, 
however, be hard to understand and to operate. 

We believe that, given a system of pooled prices, the most reason- 
able and equitable method of allocating transport costs among 
producers is on a zonal basis; and further, that this method could 
be used to differentiate between producers to whatever extent 
appeared expedient. But we think that in practice it may be found 
desirable to sacrifice a certain amount of precision in order to obtain 
a system that, while giving reasonably fair treatment to all classes 
of producers, will be clear and simple. 


CHAPTER 20.—PRICE-FIXING BY THE PRODUCERS’ 
| BOARDS. 


A great part of the criticisms which have been directed against 
the milk marketing schemes by interests other than those of pro- 
ducers relates to the means by which prices are fixed. It is obvious 
that the methods of fixing buying prices, as well as the prices 
themselves, are matters of prime importance to all interested 
parties—to producers of milk, to distributors of milk, to consumers 
of milk, and to manufacturers of milk products. 

As a result of the consideration that was given in 1932 to the 
problems of organised milk marketing, the Grigg Commission 
recommended* that the power to fix prices and other contract terms 
for the sale of milk should be vested in a Joint Milk Council con- 
sisting of representatives of a producers’ Board, representatives of 
a Central Dairymen’s Board and three independent Appointed 
Members. They further suggested that, in order to prevent a dead- 
lock, the power of ultimate decision should be entrusted to the 
Chairman of the Joint Milk Council (who would be one of the 
Appointed Members) and his two appointed colleagues. 








* Economic Series No. 38, page 126. 
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These recommendations of the earlier Commission were not acted 
upon. The position with regard to price-fixing under the schemes 
has been described in Chapter 4, where it has been explained that, 
in general, the power to prescribe prices has been given, under 
each of the schemes, to a producers’ Board. 


The evidence that we have received from a number of sources 
indicates the dissatisfaction of distributors and manufacturers with 
the resulting situation. Their representatives have strongly urged 
that it 1s indefensible in principle and prejudicial to them in practice 
that the power to fix prices and contract terms, with all that that 
power connotes, should reside with any one of the interested parties. 


But the complaints have not come from these interests alone. 
The Co-operative Movement; which claims to speak for consumers 
as well as for a large section of the distributive and manufacturing 
trades, has emphasised the danger, from the public point of view, 
of the sectional control of prices. 


It is more significant that some of the organisations representing 
agricultural interests evidently feel that there would be advantages 
to producers also if marketing operations, including price-fixing, 
were under a more independent form of control. Representations 
have been made to us, for example, by the Royal Agricultural 
Society of England and by the Sussex County Agricultural Society, 
in favour of a small nominated Board; and the Central Land- 
owners’ Association has suggested a small executive Board of 
seven, or preferably five, members, of whom the chairman and 
at least one other should be appointed by an independent body. 


Most striking of all, in a written statement of evidence submitted 
to us by the Scottish Milk Marketing Board a strong case is made 
out for the appointment of Boards on the nomination of ‘‘ the 
Minister ’’ instead of by the vote of registered producers. The mem- 
orandum states that ‘‘ a nominated Board would not be suspected 
by consumers, distributors and manufacturers to the same extent 
as happens in the case of a Board elected by producers and com- 
posed almost entirely of producers. A nominated Board would be 
responsible to the Minister and to Parliament, and the necessity 
of referring almost every complaint to the Consumers’ Committee 
and the Committee of Investigation might in this way be obviated. 
The Board, as a result of their experience and the experience of 
other Boards, are of opinion that the Commission should give 
serious consideration to this most important question ”’ 


These representations in favour of independent Boards were not 
directed specifically and solely to the question of the exercise of 
price-fixing powers, but it is evident that they have a most im- 
portant bearing upon it. In these circumstances it is obviously 
necessary to examine with care the arguments for and against the 
exercise of those powers by Boards which represent one side of the 
industry only. 
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(i) The Statutory Powers of Producers’ Boards. 


Under the Agricultural Marketing Acts, a marketing scheme may 
provide, subject to the approval of Parliament, that a producers’ 
Board may fix the price at, below or above which, and the terms 
on which, the regulated product may be sold by any registered pro- 
ducer. It is pertinent to note, however, that the Acts do not 
require that a scheme shall contain price-fixing powers. The 
relative provisions are permissive, not mandatory. 


i 


It seems to have been envisaged from the beginning that there 
might be instances in which the powers of a Board might be limited 
to such matters as the standardisation of produce or of marketing 
methods, and in which producers would not desire to confer on 
their Boards the power of price-fixing. It was presumably realised 
also that there might be cases in which it would not be in the 
public interest that producers’ Boards should exercise all of the 
powers set out in the enabling Acts, and that the question whether 
price-fixing powers should be included in a scheme would be one 
for decision on its merits in each case. 


It may be assumed, however, that the legislature intended that, 
as a general rule and where the circumstances were not excep- 
tional, producers’ Boards should be enabled, by virtue of the 
schemes, to fix the prices at which producers should sell. When 
the draft schemes for milk marketing were presented, these powers 
of price-fixing were amongst the features most attractive to 
producers. 


The effect of conferring on the milk marketing Boards in Great 
Britain the power to fix prices is that each one of them has become 
virtually a statutory monopoly selling organisation for its own 
area. The fundamental argument that can be used in favour 
of the exercise of statutory price-fixing powers by a producers’ 
Board is that every producer of a commodity is entitled to say 
at what price he will sell his product, and that if, under a market- 
ing scheme, producers agree to relinquish their rights as 
individuals, it should only be to an organisation controlled by 
producers. 


In support of this argument it has been pointed out to us that, 
before the marketing schemes came into existence, agricultural 
producers generally found themselves in an inferior bargaining 
position in relation to the buyers of their produce and that the 
primary object of the Agricultural Marketing Acts was to redress 
the balance. To achieve this object the Acts encouraged pro- 
ducers to combine for marketing purposes, with statutory powers 
designed to make that combination effective. The important 
result as regards price determination was not, it is claimed, to 
give producers any new right which they did not possess before, 
but only to enable them to use more effectively a right that had 
always been theirs. 
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Further, power to fix prices does not involve power to enforce 
purchase. Even if a prospective purchaser of the regulated pro- 
duct has no direct voice in price fixation, he can refuse to sign 
a contract embodying prices of which he does not approve. In 
consequence it is argued that the fixation of prices by producers 
does not impose any compulsion on purchasers; and the fact that 
the prices fixed must be acceptable to buyers is the natural safe- 
guard against unduly high price levels. 

It is, of course, true that producers have always had the right 
to decide whether or not they would sell at any given price, but 
since their organisations were never sufficiently powerful, they 
were unable in practice to fix and enforce prices. In other words, 
the individual right and power of milk producers to say at what 
price they would be willing to sell their produce never amounted 
to a power to fix prices; it only enabled them to bargain with 
buyers. It is reasonable to argue that a producers’ Board should 
be as free to enter into negotiations and to arrive at agreements 
as were either individual producers or combinations of producers 
before the Boards came into existence, and this in itself must 
mean that the bargaining strength of producers would be enor- 
mously increased. 

Under the schemes, however, producers now possess a com- 
prehensive monopoly organisation with statutory powers to fix and 
to enforce prices. Under these conditions it is no longer true 
to suggest that the prospective buyer is as free to accept or reject 
the terms offered to him by the producer as he was before the 
schemes came into operation. ‘There is the important difference 
that in pre-scheme days the purchaser who was offered a con- 
tract which contained, in his opinion, too high a price or too 
onerous conditions was in a position to seek a producer who would 
be willing to sell on terms more favourable to the purchaser. 
But under the schemes the purchaser who is offered a contract 
which in his view embodies, for example, too high a price, knows 
that he cannot obtain a lower price elsewhere. It must be recog- 
nised, of course, that purchasers are themselves well organised, 
and their organisations have probably gathered strength since the 
schemes came into force; but subject to the right to complain 
to the Minister, which is discussed later, purchasers are faced 
with the choice of signing a contract at the price fixed by the 
appropriate Board, or of using the strike weapon, or of going out 
of business. 

It is clearly vital in the public interest that, where monopoly 
powers are given by statute, there should be effective safeguards 
against the possibility that such powers might be misused. ‘These 
safeguards might take various forms. In some cases adequate 
protection might be afforded by the nature of the article itself, 
or by the nature of its market; or it might be secured by the 
character and constitution of the body responsible for fixing prices ; 
or again it might be obtained by making suitable provision for the 
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investigation and redress of grievances. We consider each of 
these possibilities in relation to milk in the subsequent paragraphs. 


(ii) The Nature of the Commodity and of its Market. 


Liquid milk is regarded as a necessity in almost every house- 
hold in the land, and there are many who look upon it as one 
of the first necessities. It is certainly essential to the well-being 
of children and of other groups of the community. These and 
all other consumers are dependent on the home supply, for there 
are practically no imports of liquid milk and there is, therefore, 
no competition from external sources. The only direct substi- 
tutes are dried and condensed milk, but these are used mainly 
by those classes of consumers who do not at present take liquid 
milk in any considerable quantity. 


These conditions are important : for the result is that the natural 
safeguards against high prices which are associated with many 
other foodstuffs are relatively weak in the case of milk. The price- 
fixing powers of a monopoly controlling the sale of a foodstuff 
are automatically limited if the foodstuff is not an important 
article of diet or if substitutes are readily available; and more 
especially so if consumers’ habits alter easily in response to price 
changes. If a home-produced foodstuff is in competition with 
imported supplies which can enter the market fairly freely, that 
competition will itself provide an effective check on prices; and 
if imports are restricted, it is the State, through its power to 
control the restrictions, not the monopoly selling organisation 
at home, that has the last word as to price levels. 


With many products the power of the market to absorb the 
supply is strictly limited, and an increase in the quantity marketed 
will result in a fall in the price over the whole of the supply. Such, 
however, is not, under present conditions, the case with milk. 
There are two markets for milk, and these have been effectively 
separated under the schemes. The lquid milk market seems to 
be relatively inelastic. But the potential market for milk for 
manufacture into butter and cheese is very large (provided that the 
milk is offered at a suitable price) so that any surplus above the 
requirements of the liquid milk market that is likely to be available 
ean be absorbed into manufacture without affecting liquid milk 
prices. Additional supplies to the manufacturing market would 
no doubt affect the price level for manufacturing milk : but because 
home-manufactured milk products form only a small proportion of 
the total supply, any given increase in home production would 
represent a smaller proportionate increase in the total and would 
have relatively little effect on the prices of the products and thus 
Son the value of the milk used in them. 

\ Moreover, while the demand for milk on the part of the con- 
suming public is certainly influenced by the price, it is doubtful 
whether this influence is sufficient to prevent prices from being 
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raised to an unreasonable level. It is probable that the smaller 
sales which would follow from somewhat higher prices would yield 
better financial results to the Boards than current sales at the 
current price level. The reason is that an increase of 1d. per gallon 
in the producer’s price would represent a large proportionate 
increase in his profits; but an increase in the retail price of one or 
two pence per gallon would probably not result in a large decrease 
in sales. 

In the absence of other safeguards, the danger that prices might 
be raised to the detriment of consumers would thus be very real. 
If higher prices would reduce consumption more than propor- 
tionately, they might bring their own corrective; but even sub- 
stantially higher prices would probably not reduce consumption 
sufficiently to be unremunerative to a producers’ monopoly. Since 
these higher prices would give higher returns to producers, they 
might be expected to lead to an increase in production. The 
additional supplies would have to be sold at low prices for manu- 
facture, thus reducing producers’ returns once more and creating a 
demand for still higher liquid milk prices. In these circumstances, 
it 1s obviously necessary to see what other safeguards are available 
to consumers and to the trade interests concerned with lhquid milk. 

The position with regard to manufacturing milk is different in 
some important respects. The home market for milk products of 
all descriptions is supplied in part by products of home manufacture 
and in part by imports. The products manufactured in this 
country must be sold in competition with those that are imported. 
It follows that home manufacturers can only continue in business 
if they can obtain their raw material—milk—at prices which enable 
them to make their products and sell them, in competition with 
imported products, at a profit. Broadly speaking, therefore, the 
prices of manufacturing milk must be determined by factors that 
are beyond the centrol of either the manufacturers or the Boards ; 
but in detail they are prescribed by the Boards after consultation 
with representatives of the manufacturers. 


These considerations, coupled with the fact that a large propor- 
tion of the principal milk products already comes from abroad and 
that the volume of imports is capable of expansion, make the 
question of manufacturing milk prices a matter of much _ less 
importance to consumers than that of liquid milk prices. It is 
nevertheless necessary, in the interest of the large home manu- 
facturing industry, that the prices and conditions fixed should be 
reasonable. 


(iii) The Nature of the Boards exercising Price-Fixing Powers. 


It may be argued that consumers, the distributive trade and 
manufacturers are all protected from any real danger in the matter 
of prices by the public and responsible character of the Boards them- 
selves; that the personnel of a producers’ Board is chosen from 
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among the best elements in the industry and includes some 
independent members with wide business experience; that the 
Boards have competent and experienced staffs to collect and collate 
all necessary data and to advise them ; and that no matter how wide 
the powers of a Board may be, it could not remain impervious to 
criticism, nor could it for long ride rough-shod over public opinion. 
Further, it may be said that the Boards will obtain that knowledge 
of market conditions which is required for the effective control of 
prices. The implication is that, in all these circumstances, the 
Boards can hardly fail to cultivate a broad and statesmanlike out- 
look which will enable them to carry out, fairly and impartially, 
that task of planning and administering for the general welfare of 
the producing industry which Parliament intended should be theirs. 


We believe that there is force in this reasoning, and we are fully 
mindful that in exercising their price-fixing powers the Boards have 
been faced with an extremely difficult task. Any observations of 
ours on the subject are, therefore, not intended to reflect on the 
personnel of producers’ Boards, but simply to indicate what appear 
to us to be the inevitable consequences of the milk schemes in their 
present form. 


An examination of the decisions which the Boards have taken in 
the matter of price-fixing shows that they are no different from what 
might have been expected from any body of business men engaged 
in selling a commodity and naturally intent upon obtaining for that 
commodity the best possible price. Hach member must feel it 
incumbent upon him to have special regard to the views of those 
who have elected him to represent them: and it is natural for the 
electors to consider that the chief aim of their representatives should 
be to secure the best possible price for producers. It would be un- 
reasonable to expect the representatives of producers to give as much 
consideration to the interests of the ‘‘ trade ’’ or to the interests 
of the consumer, as to their own interests ; further, as representa- 
tives, they must be tempted to strive after immediate benefits with- 
out due regard to the ultimate consequences. 


In this assessment of the position we cast no adverse reflection 
on the Boards; we merely decline to put them on a higher plane 
than any other body of business men. The simple fact is, in our 
view, that it is impossible to expect them to fill the dual réle of 
advocates and judges. 


It is true that there is a leavening on the Boards of independent 
members. But these members are in the minority: and even if 
they were not in the minority we think it would be very difficult for 
them, in spite of their best endeavours, to continue to take a per- 
fectly impartial view on matters where the interests of parties other 
than producers were concerned. ‘They are members of a producers’ 
Board ; they live in what may be called a ‘‘ producer atmosphere ”’ ; 
and they are not specially charged with the duty of defending the 
interests of distributors, manufacturers, or consumers. 
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(iv) The Statutory Safeguards. 


We have endeavoured to outline our reasons for thinking :— 

(a) that in the case of liquid milk there are no natural safe- 
guards such as might, in the case of other commodities, coun- 
teract any unreasonable use, by producers, of a monopoly ; and 

(b) that a purely producers’ Board cannot be expected to 
give due weight to all the interests affected by the determination 
of prices. 


In the circumstances it seems clear that some other form of safe- 
guard is needed. This naturally leads to the consideration of the 
adequacy and effectiveness of the present statutory safeguards. 

Two forms of safeguard are provided in the Agricultural Market- 
ing Acts themselves. In the first place, consumers who are 
aggrieved by any action of a Board can complain to the appropriate 
Consumers’ Committee, whose function is to investigate the com- 
plaint and report to the Minister. Apart from examining specific 
complaints, the Consumers’ Committees are charged generally with 
the duty of keeping under review the effect of schemes upon con- 
sumers ; but they have no executive powers. 

Secondly, any person who is aggrieved in any capacity other than 
that of consumer (as, for example, a milk distributor or a manu- 
facturer of milk products) can complain direct to ‘* the Minister ”’ 
Any such complaint, and also any report by a Consumers’ Com- 
mittee, may be referred by the Minister to the appropriate 
Committee of Investigation. If a Committee of Investigation reports 
that any act or omission of a Board or any provision of a scheme is 
contrary to the interest of consumers of the regulated product or is 
contrary to the interest of any persons affected by the scheme and is 
not in the public interest, the Minister may direct the Board to take 
steps to rectify the matter, or he may amend the scheme or even 
revoke it. The Minister has power also, independently of any 
such report, to lay before Parliament a draft Order revoking a 
scheme if he is satisfied that the scheme is contrary to the interest 
of consumers, or is contrary to the interest of a substantial number 
ot persons affected by the scheme and is not in the public interest. 

There is thus statutory provision for every interest concerned to 
ventilate any grievances that it may have. Distributors and manu- 
facturers can make formal complaint as to the terms of contracts 
prescribed by the Boards and apply for a revision ; the Minister may 
refer the complaint to the Committee of Investigation ; that Com- 
mittee may in due course report in favour of the party making the 
complaint ; and the Minister, on such report, may take steps to 
rectify the matter. But this procedure is long and cumbrous. 
Pending its conclusion, the purchaser of milk has the choice of 
discontinuing business, or alternatively of carrying on business on 
terms which can only be settled retrospectively and the financial 
effect of which he has, therefore, no means of gauging. In fact, 
serious disturbances to the industry and interference with supplies in 
_ England and Wales were averted twelve months ago only through 
the intervention of the Minister, who was able to arrange with 
both parties to continue business relations, pending submission of 
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a report by the Committee of Investigation, on a basis that permitted 
of retrospective adjustment. 

Consumers are in no better case. Individually they are not 
affected financially to a comparable extent, of course, but collectively 
any increase in the price of liquid milk falls upon them; and they 
can only make themselves heard long after the event. In practice 
each increase in price to the consumer has been, and may continue 
to be, a small one, insufficient in itself to warrant drastic action, 
though the cumulative effects may be serious. In case, however, 
it were felt that definite protection was needed by consumers against 
the price decisions of a Board, there are two courses that may be 
taken. One is by means of investigations by a Consumers’ Com- 
mittee and by a Committee of Investigation after the Board has 
fixed its prices, upon which the Minister may require the Board to 
amend the fixed prices. There would inevitably be some delay, 
and in the end the amended prices would presumably be those deter- 
mined by the Minister. ‘The second course would be for the 
Minister, with the approval of Parliament, to revoke the scheme. 

The revocation of a scheme is a step which the Minister would 
obviously be unwilling to contemplate except in the very last resort. 
So far as England and Wales and the area of the main Scottish 
scheme are concerned, it is scarcely questionable that the result— 
in the absence of an alternative scheme—would be to destroy the 
stability of the industry and to involve producers in heavy losses. 
In effect, therefore, the only action that would be open to the 
Minister under the Acts to redress the just grievances of consumers 
is to undertake the fixation of prices himself. ‘That would also be 
virtually the only course open to the Minister if, being satisfied by 
the Committee of Investigation that the prices fixed by a Board 
were contrary to the interests of distributors or manufacturers, 
he decided that they must be altered. 

There are indications of the danger that in the negotiation of 
new contracts the Boards and buyers may either agree to terms 
which are disadvantageous to consumers, or may disagree, with the 
result that buyers will complain against the determinations of the 
Boards. Jt is to be anticipated, therefore, that the Minister may 
not infrequently be called upon to fix prices either negatively, by 
rejecting complaints and concurring in the determinations of the 
Board, or positively, by requiring the Board to amend its deter- 
minations. If there are complaints by consumers or by other 
interests, then the ultimate responsibility for the final prices rests 
with the Minister; and if that responsibility has to be shouldered 
as a matter of routine, it would seem to be much better as well 
as much quicker that the Minister or some impartial body acting 
in the public interest should take a hand in the task in the first 
instance. It seems to us that it would clearly be preferable in 
practice that the responsibility for determining prices should not be 
borne by the Minister, but should be undertaken by an independent 
body. 
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(v) Re-sale Prices, 


We have been dealing so far with the question of the power to 
fix the prices at which registered producers shall sell the regulated 
product. In practice, however, each of the milk marketing Boards 
has gone farther and has fixed the minimum prices at which milk 
may be re-sold, whether wholesale or by retail. 

In the case of the English scheme, the Board is specifically 
authorised to include terms in its contracts fixing the prices at 
which buyers may re-sell. Although none of the Scottish schemes 
contains an explicit provision of this kind, each of the Boards has, 
in fact, made it a term of the contract with purchasers that they 
shall observe the minimum re-sale prices prescribed. 

The fixing of minimum retail prices, which are applicable to milk 
sold by producer-retailers as well as to milk sold through trade 
channels, affords protection against under-cutting to all distributors 
of milk. For that reason, distributors, far from objecting to the 
inclusion of re-sale clauses in the contracts, have welcomed the 
principle. Indeed, we understand that the re-sale clauses were 
inserted, and have been retained, at the express desire of the 
distributors. 

It is obvious, however, that the attitude of distributors must 
depend largely upon the amount of the distributive margin provided 
by the Board’s determinations. If the retail prices fixed by a 
Board offered, in the view of distributors, an insufficient margin, 
it would still be possible for distributors to agree among themselves 
to charge higher retail prices ; in that event, however, the protection 
against under-cutting would be reduced. 

Without expressing, at this stage, any opinion as to the desir- 
ability or otherwise of fixing minimum retail prices for liquid milk, 
it seems to us extremely difficult to defend in principle the fixation 
of those prices by a producers’ Board. Moreover we think that, 
in practice, the exercise of this particular power must create a 
tendency for the Boards and distributors to agree between them- 
selves upon. terms that will be advantageous to both parties at the 
expense of the consuming public. 


(vi) Final Determination of Prices by an Impartial Body. 


The conclusion to which all the indications point is, we think, 
that where price-fixing in the milk industry is desirable, the prices 
prescribed should be subject to the prior approval of an impartial 
body appointed by the Government. The placing of the power 
of price-fixing in the hands of any one of the interested parties, 
whether it be producers, buyers or consumers, does not, in our 
opinion, offer a real alternative, because it necessarily requires 
measures to safeguard the others; and these safeguarding measures 
mean, in effect, the constitution of an appeal tribunal in whom 
the actual power to approve or not to approve the fixed prices must 
reside. Nor is a joint body representing all the interests different 
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in essentials ; for in order to avoid an impasse and to prevent collu- 
sion between two of the parties to the detriment of the third, it 
must contain a preponderating independent element, or alternatively 
the independent element must be endowed with special powers not 
possessed by the other members of the body. The main difference is 
that in the one case the views of each of the interests must be 
expressed to the independent members in the presence of the other 
interests, whereas in the other case consultations can, where it is 
thought desirable, take place separately. We have no doubt that 
there would be great advantage, at times, in separate meetings be- 
tween an impartial body and the individual interests, in that this 
method lends itself most readily to the judicial examination of all 
the relevant facts and figures, with the aid of such expert advice 
as may be needed. 

If buying prices were subject to approval by an impartial body, 
it would still be essential that returns to producers should be suffi- 
ciently remunerative to secure the quantity of milk needed; but 
there would be control over the extent to which losses in the disposal 
of surplus milk in manufacture should be made good at the expense 
of the consumer of liquid milk. This is, in our view, the only 
practicable means of safeguarding the interests of consumers and of 
preventing recurrent conflicts between producers and buyers. We 
believe, furthermore, that the permanent interests of producers 
would be best served by the transference of final authority over 
prices to an independent body. The relations between the Boards 
and their customers would be improved ; a greater stability would be 
assured to the industry ; uncertainty as to the future course of prices 
would be lessened; and the Boards themselves would be more free 
to concentrate on the important constructive tasks which await 
them. It seems to us that this would offer the best foundation for 
co-operation between all the interests to their own ultimate benefit 
and to the national advantage. 


CHAPTER 21.—LIQUID MILK PRICES. 


The estimated consumption of fresh milk per head in this country 
is about 24 pints per week. ‘This figure, which has not varied 
appreciably in recent years, is below that in a number of other 
countries for which statistics are available. ‘To some extent, no 
doubt, the difference is due to different national habits ; for example, 
more milk is taken with coffee than with tea, and the United 
Kingdom is predominantly a tea-drinking country. It should be 
noted that the proportion of agricultural and rural population is 
higher in these countries than at home, and these sections tend 
to consume more milk than most sections of the urban population. 
It may also be important that more animal protein in the form of 
meat is consumed per head in the United Kingdom than in any of 
the European countries with which comparison is usually made. It 
is probable, too, that habit and indifference play a large part in 


194 


determining the consumption of individuals. Further, the com- 
ments made by some members of the medical profession and others 
on the danger of drinking contaminated milk, together with the 
divergent views which have been expressed as to the relative merits 
of raw and treated milk, must have given rise to suspicions on the 
part of many people as to the safety and value of the general supply. 
Nevertheless the evidence which we have received suggests that 
price is an important factor limiting consumption, particularly, of 
course, among those with least money to spend. 


Surveys of milk consumption made in recent years by 
independent observers in certain areas of Great Britain show how 
consumption diminishes in the lower ranges of income. An 
estimate made by the Market Supply Committee* indicates that 
there is a very wide variation in the consumption of milk between 
different sections of the population, according to income levels. 
While those with the higher incomes consume slightly more than 
five pints per head per week, consumption of fresh milk at the 
lower income levels dwindles to negligible quantities, though con- 
densed milk takes its place to some extent. Among the poorest 
one-tenth of the pcepulation the consumption of fresh milk has been 
estimated at less than one pint per head per week, while for about 
3 per cent. of the population, comprising over 14 million people, 
it appears to be below two-fifths of a pint per week. ‘The poorest 
sections of the population include a relatively large number of 
families with young children, and these are the families which 
would benefit most from a sufficient consumption of milk. 

There are, moreover, other indications of the effect of price upon 
consumption. The reason that has led retailers in a large number 
of areas in England and Wales to ask the Board to reduce the 
minimum retail price was presumably that they found that their 
sales were adversely affected by the high price. The increase of 
over 150 per cent. in the amount of milk consumed in schools when 
the price was halved under the Milk-in-Schools schemes is an 
indication that a very substantial price reduction, coupled with 
propaganda, can effectively increase consumption. Another, though 
negative, indication is the apparently slow response of the public 
to milk publicity campaigns. It is too early yet to judge the full 
effects of such campaigns, but we think it probable that had they 
had the solid foundation of a lower price, coupled with a greater 
assurance of purity, this type of propaganda would already have 
been much more effective. 

It is evident that price is an important factor in limiting the 
consumption of liquid milk in this country ; and since it is desirable 
in the national interest as well as in the agricultural interest 
to increase consumption, it follows that every effort should be made 
to keep the price of milk as low as is consistent with the fair 


* See “ Food, Health and Income,” by Sir John Boyd Orr. Macmillan & 
Co., price 2s. 6d. 
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remuneration of those engaged in its production and distribution. 
Efficiency in methods of production, and still more perhaps in those 
of distribution, 1s of primary importance in this respect; but there 
are also other factors in present liquid milk prices that demand 
attention, and these are considered in the following sections of 
this Chapter. 


(i) The Burden of Manufacturing Milk. 


The present price of liquid milk to the consumer is raised above 
what might be called its “‘ natural’’ level by reason of the sub- 
sidisation of the returns from milk sold for manufacture out of the 
returns from the liquid market. Broadly speaking, out of everv 
150 gallons of milk sold off farms* in Great Britain in the milk 
year 1934-35, 100 gallons were bought for liquid consumption. ‘The 
remaining 50 gallons were bought for manufacture, and the price 
realised for this milk was substantially lower than the price paid 
to the producer. Consequently, in order to secure to producers the 
prices they in fact received on the 150 gallons, the price charged 
to the distributor of liquid milk for the 100 had to be high enough 
to make up the loss on the other 50 gallons. 

In view of the variations from day to day and from place to 
place both in the volume of milk produced and in the volume of 
demand, it 1s necessary that the supply available should at all 
times exceed the normal requirements of the liquid milk market ; 
otherwise there would be temporary and local shortages. In other 
words, a ‘‘ reserve’? must be maintained in order to ensure a 
sufficient and regular supply to the liquid milk market. Whatever 
the minimum safety margin may be, it would hardly be possible 
to maintain that minimum in winter without exceeding it in 
summer, owing to the seasonal variation in output. The reserve 
should be regarded as including the whole of the additional produc- 
tion in summer of the cow population needed to supply the winter 
requirements of the liquid milk market and its necessary reserve. 
Naturally this volume of additional milk produced in the spring and 
summer would fall if production generally were to be arranged on 
a less seasonal basis. 

It is reasonable that liquid milk consumers should bear any loss 
sustained in disposing of the reserve necessary to the liquid milk 
market, but not that they should also bear any loss on the re- 
mainder, which is in no way essential to the maintenance of the 
liquid milk supply. The position is entirely different from that 
where the production of one commodity is necessarily accompanied 
by the production of another (e.g., wheat and straw, or linseed 
oil and linseed cake). In such cases the prices realised for the 
two products must between them be sufficient to cover the costs 
of the processes by which they are obtained. But the liquid milk 
supply (including the reserve) and the manufacturing milk which 


* Including milk made into cheese on the farm under the arrangements 
operated by the English and main Scottish Boards. 
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is surplus to that supply are not produced under these conditions 
of joint cost ; the one is not a joint product, or a by-product, of the 
other ; and the same considerations therefore do not apply. 


We note that the Committee of Investigation for England, in 
their recent Report, while holding that the consumer should bear 
any loss on the sale of that quantity of milk which is necessary as 
a reserve for the liquid market, accept in principle that the liquid 
milk price should not take into account losses incurred on the 
sale for manufacture of any further surplus. It is understood that 
the figure of 15s. 38d. per dozen gallons recommended by the Com- 
mittee as the wholesale price of milk for liquid consumption was 
calculated with reference solely to the requirements of the liquid 
market and its appropriate reserve. The Committee were, however, 
careful to point out that the purpose of their inquiry was to in- 
vestigate specific complaints against the contract for 1935-36 pre- 
scribed by the Board; they were not concerned with matters of 
general policy. Further, it was necessary for them to reach some 
immediate decision, in spite of the limited character of the material 
available to them. From a careful study of their Report it is clear 
that they were the first to appreciate the inadequacy of the figures 


and methods which, in the circumstances, they were compelled to 
use. 


As a matter of long term policy it is, in our view, impossible 
satisfactorily to build up a producer’s price from average or modal 
production costs and estimates of reasonable profits. The ultimate 
test must be whether or not, over the long period, the price offers 
sufficient inducement to producers as a whole to produce the 
quantity of milk required. 


When this test is applied it becomes obvious from the course 
of prices and production (not merely sales) over the last few years 
that the needs of the liquid milk market and its reserve could 
have been supplied at an appreciably lower price, which would 
still have been remunerative to the producers of that milk had 
there been no surplus; or in other words, that it would not have 
been necessary to raise liquid milk prices to their present level 
but for the loss on the surplus. In these circumstances, while it 
may be true that some part of the burden of the loss on surplus 
manufacturing milk is borne by producers, the greater part of it 
must undoubtedly be included in the price charged for liquid milk. 
In view.of the special importance of milk to families with young 
children, it seems particularly undesirable that the price of liquid 
milk should bear any additional charge in respect of surplus manu- 
facturing milk. 


There are two alternatives. One is to reduce production to the 
point at which the output balances the needs of the liquid milk 
market and its reserve. The other is to provide assistance from 
some other. source for the continued production of milk at present 
surplus to the requirements of the liquid milk market. 
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The first of these courses is, in our view, out of the question for 
several reasons. In the first place, it has been the policy of succes- 
sive Governments to maintain agricultural production, and this 
policy has in recent years found expression in the support of manu- 
facturing milk prices by Exchequer advances. Secondly, the recent 
low values of manufacturing milk are the result of abnormally low 
world prices of milk products. Any recovery in these prices would 
reduce the loss on manufacturing milk. Thirdly, if a 20 per cent. 
increase in liquid milk consumption were secured in the course of 
a few years, practically the whole of the present output would be 
required to meet the needs of the liquid milk market and its reserve 
(other than the seasonal flush), and in these circumstances it 
would be a retrograde step to allow production to decline. 


For these reasons the second alternative appears to be the more 
practicable and generally beneficial. This would mean that the 
money which is now found by liquid milk consumers for the sub- 
sidisation of manufacturing milk, other than the reserve, would 
have to be provided from elsewhere, through some form of State 
assistance. 


(ii) Variations in Wholesale Liquid Milk Prices. 


As a result of the arrangements made under the English and 
the main Scottish schemes whereby large buyers are able to obtain 
milk for manufacture at realisation values, an important variation 
has arisen between the wholesale prices payable for liquid milk 
by buyers who are able to take advantage of such arrangements 
and by those who are not. ‘There are also seasonal variations in 
wholesale prices, and variations according to the quality of the 
milk. In pre-scheme days there were, in addition, appreciable 
local variations in wholesale prices. All these are discussed briefly 
below. 


Variations according to quantity.—The effect of the special 
arrangements for supplying manufacturing milk to large buyers 
at realisation values is that these buyers are able to obtain their 
exact daily requirements of liquid milk at the ordinary wholesale 
contract price. Smaller buyers, on the other hand, either pay the 
ordinary price for variable quantities or pay a premium to secure 
delivery of level quantities ; and if they desire to be supplied with 
their exact daily requirements a larger premium is usually payable. 
In effect, therefore, large buyers may be regarded as enjoying an 
advantage over smaller buyers either in the services they receive 
in return for payment of the ordinary wholesale price, or 
alternatively in the price they pay for delivery of their exact daily 
requirements of liquid milk. 

There are, however, certain definite advantages to the Boards, 
and thus to producers, in dealing on special terms with buyers. 
who are prepared to take large quantities. In the first place, these 
large buyers at present provide the most economical outlet open 
to certain of the Boards in disposing of the surpluses over the 
requirements of the liquid milk market. Again, with large transac-. 
tions the machinery for dealing with accounts is greatly simplified.. 
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and the business risks are reduced. A further important considera- 
tion is that, from the public standpoint, it is desirable that the 
assembly and wholesale handling of liquid milk should be con- 
centrated in the hands of efficient and well-equipped firms; but 
effective control over quality is difficult where milk is passing in 
small consignments from producers to large numbers of buyers, 
among whom facilities for handling and treatment may not always 
be adequate. For such reasons we think it not unreasonable that 
this particular form cf differentiation should continue. 


Variations due to quality.—Price variations due to quality are, 
in general, necessitated by the higher cost of producing graded 
milks than milk of a lower standard; and many consumers are 
prepared to pay higher prices for milk of special quality. Accord- 
ingly both the wholesale and the retail prices of Certified and 
Grade “‘A’’ (T.T.) milk are higher than those of ordinary milk. 
Accredited (or Grade “‘ A’’) milk is, however, usually sold at the 
same wholesale (and retail) price as ordinary milk and is indeed 
not infrequently bulked with it. 


Seasonal variations.—Wholesale prices vary seasonally under all 
the schemes except the North of Scotland scheme. This seasonal 
variation naturally tends to be reflected in retail prices, though the 
retail variation is not always of the same amount. 

In present circumstances it would be difficult under the two 
larger schemes to depart from the practice of varying wholesale 
prices according to the season ; for the producers’ price depends upon 
the income of the pool, and it would only be possible to maintain a 
suitable difference between producers’ prices in summer and winter 
either by making a similar variation in wholesale prices or by with- 
holding some part of the income from the pool at one season and 
distributing it at another. Nevertheless, because variations in whole- 
sale prices generally involve variations in retail prices, and large 
fluctuations in retail prices may tend to discourage consumption, it 
is desirable that seasonal variations in wholesale buying prices 
(though not necessarily in producers’ prices) should not be large. 


Local variations.—The introduction of the schemes has involved 
a major change in regard to local variations in wholesale prices. 
Before their introduction the prices at which distributors bought 
their supplies varied in different parts of the country. ‘The large 
towns had to draw milk from a wider area, so that the delivered 
cost was higher than for small towns. This higher cost was reflected 
in higher prices; milk could be purchased more cheaply by distri- 
butors in small country towns than by those in the large towns. In 
some parts of the country it was, for example, the practice, under 
local agreements based on the Permanent Joint Milk Committee’s 
‘‘ London ’’ agreements, to recognise the London price less the 
cost of carriage to London as the wholesale price.* 





* Economic Series No. 38; pp. 191-2. 
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Under the schemes, however, distributors throughout each 
scheme area have, with a few minor exceptions, been charged 
a uniform price. This hag meant a rise in wholesale prices in 
many of the smaller towns in England, because the uniform price 
is based on the cost of supplying London, the largest of the 
consuming centres. In the same way the price under the main 
Scottish scheme is presumably based on the Glasgow and Edin- 
burgh markets as the standard. 


There is no reason in equity why distributors, and therefore 
consumers, throughout the country should pay a price based on 
the cost of supplying the largest of the consuming centres when 
the cost of supplying their own neighbourhood is less. he prob- 
lem of local differentiation in wholesale prices for liquid milk is, 
however, closely bound up with the arrangements made for the 
payment of transport costs. 


(iii) Variations in Retail Prices. 


Variations in the retail prices of milk must be considered by 
reference to a number of factors, including the quality of the 
milk, seasonal changes, the standard of distributive service given, 
and the locality of sale. It is reasonable that in appropriate 
cases the distributor should obtain a somewhat wider margin 
on graded milk where, in addition to his ordinary service, he is 
responsible for the maintenance of the necessary standard through 
to the consumer. In the main, however, the higher retail prices 
of graded milks are due to the higher wholesale prices. Seasonal 
variations in retail prices are similarly mainly due to the corre- 
sponding variations in wholesale prices. 





Variations according to service.—Under the schedules of mini- 
mum retail prices that have been prescribed by the Boards, dis- 
tributors’ nominal margins have not varied according to the ser- 
vices rendered. During the past two years the Consumers’ Com- 
mittees for England and Wales and for Scotland have repeatedly 
commented upon the unsatisfactory position that has resulted 
from the fixation by the Boards of flat minimum retail prices. 
While the Scottish Committee have been concerned mainly with 
the general level of prices, particularly in summer, the English 
Committee have stated their view that ‘‘ having regard to the 
wide variations which occur in the character and cost of distribu- 
tive services ’’ the minimum margins prescribed by the Board have 
not been fixed at sufficiently low levels; these margins have there- 
fore tended ‘‘ to impose on certain sections of the public charges 
for milk which are out of proportion to the services rendered in 
its distribution.”’ It is their general view that the fixing of 
wholesale milk prices does not necessarily involve the fixing of 
retail milk prices. 

If, however, distributive margins were to be fixed directly, or 
if they were to be fixed indirectly by prescribing retail prices, it 
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would seem to be desirable to fix not one margin, but a schedule 
of margins graduated according to the services rendered and to 
the cost of those services. Different margins would be required 
for milk sold over the counter and for milk delivered; for milk 
loose and for milk in bottles; and for raw milk and for processed 
milk. A complex schedule of margins of this kind would be 
difficult to operate and enforce. 


At first sight it might seem that the difficulty could be over- 
come by fixing a minimum margin based on the minimum ser- 
vice. But a minimum margin that was really fixed by reference 
to the lowest type of service would be of no protection whatever 
to the great bulk of the distributive trade. If, on the other hand, 
the minimum were fixed at a level which would afford protection 
to a substantial proportion of the trade, it would be unduly large 
for those distributors giving the less expensive types of service. 


There are also objections to a fixed maximum margin. If fixed at 
a level related to the highest type of distributive services, it would 
not exert any restraining influence on the margins charged for 
lower types of service; and if it were fixed below this level it 
would no longer be possible to provide the highest type. The 
practical danger is that any maximum margin fixed would tend 
to become regarded as a standard margin applicable to a large 
proportion of the total quantity of milk sold retail, irrespective 
of the service given. 


Variations according to locality—We have described how the 
schemes have introduced uniform wholesale prices for liquid milk 
throughout their areas, and how this, together with the prescription 
of minimum retail prices, has resulted in materially higher prices in 
many parts of the country. Where a rise in wholesale price has 
taken place, the distributor has naturally passed the increase on to 
the consumer, and the retail price has risen correspondingly. If 
appropriate local variations in wholesale prices were restored, it is 
to be expected that the reductions in wholesale prices in country 
places could be carried through to the consumer in the shape of 
lower retail prices. 


Apart from the special price reductions in a number of districts 
that have been permitted under certain of the schemes, the English 
Board has, in fact, prescribed different retail prices according to the 
character and population of local government divisions. As whole- 
sale prices are uniform throughout England and Wales, such differ- 
entiation evidently assumes that costs and services are lower in 
smaller than in large towns ; and while this may be an approximation 
to the facts, it can obviously only afford a very arbitrary criterion of 
differences in services and costs, ‘for within any one of these divisions 
there may be, and frequently are, many grades of distributive 
service. Furthermore, this method of differentiation gives rise to 
considerable difficulty where the area covered by a retailer includes 
districts with different retail prices. 


201 


(iv) The Fixing of Retail Prices. 

The scaling of margins in precise accordance with the services 
rendered and the enforcement of those margins would, we think, 
be the only satisfactory method of controlling retail prices, but it 
would obviously present serious difficulties. It is, therefore, neces- 
sary to consider whether retail prices should be prescribed at all, 
or whether they should be left to be determined by competition. 


There are, we understand, several reasons that have influenced 
the Boards in deciding to fix minimum retail prices or minimum dis- 
tributive margins. In the first place, it has been feared that if 
retail prices were left free from control, there would be a tendency 
on the part of some of those engaged in retail distribution to cut 
prices, and that this would lead to a demand for a reduction in 
wholesale prices in order to enable distributors generally to com- 
pete. In particular, apprehension has been expressed regarding the 
possibility of price-cutting by producer-retailers. In consequence it 
is suggested that the fixation of retail prices, applicable both to 
producer-retailers and the trade, is necessary in order to maintain 
wholesale prices. Secondly, it is understood that the English Board 
at least has felt that, from its own point of view, it is desirable that 
the distributive trade should be assured of reasonable prices, since 
that must reduce the risk of bad debts. We do not think that 
great importance should be attached to either of these considera- 
tions. It does not seem to us that the decontrol of retail prices 
need create any special difficulty in maintaining reasonable whole- 
sale prices for liquid milk; and there are other ways and means 
open to the Boards to safeguard themselves against the danger of 
bad debts. 


We believe, however, that the control of retail prices or dis- 
tributive margins has been undertaken by the Boards mainly at the 
request, and in the interests, of distributors. The case that is put 
forward from this point of view is that, if producers are protected in 
the matter of their prices, distributors should be similarly entitled 
to protection in the matter of their margins ; and further, that unless 
distributors can be assured of a remunerative margin, the standard 
of service is likely to be depressed through the price competition of 
those distributors who give the lowest services. 


Although the schemes were not specifically intended to improve 
the position of distributors, it seems clear that, even if retail prices 
were freed from control, the distributive trade would have less 
reason, under the schemes, to fear the competition either of pro- 
ducer-retailers or of distributors giving low-grade services than it 
had before the schemes came into operation. The distributive trade 
generally is in a large measure protected from serious undercutting 
on the part of its own members, because individual distributors are 
no longer able to buy milk at cut prices and so to undercut the 
retail market. Further, the trade enjoys the same sort of protec- 
tion from severe undercutting by producer-retailers, because every 
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producer-retailer is able, if it pays him better, to give up his round 
and to obtain the current pool price by selling his supplies through 
the Board. 


There may be some justification for the belief that if retail prices 
were left free from control some distributors would tend to reduce 
prices at the cost of services; and that in consequence there would 
be an incentive for the public to buy milk in the cheapest market, 
even though it might have been handled under unsatisfactory con- 
ditions. We think, however, that protection to the consuming 
public in this matter should be secured through the public health 
regulations governing the sale of milk. If it is felt that they are 
inadequate for the purpose, or that they are insufficiently enforced, 
then either the regulations themselves or their manner of enforce- 
ment should be strengthened. 


If the system of retail distribution were to be changed in such 
a way as to reduce the force of competition, it might prove necessary 
to fix retail prices for the protection, not of the trade, but of 
consumers ; and even in existing circumstances 1t may be necessary 
in special cases to put an upper limit to retail margins. But 
under present conditions the fixing of minimum prices and margins 
seems in general to be undesirable. It must prevent an efficient 
distributor from attempting to extend his business by lowering 
prices, even though the price reduction were justified by his costs, 
and thus it must tend to prevent the public from benefiting from 
the efficiency of the most progressive elements in the trade. 
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PART IV.—RECOMMENDATIONS FOR THE 
FUTURE OF ORGANISED MILK MARKETING. 


CHAPTER 22.—OUTLINE OF AIMS AND PROPOSALS. 


In 1933 the Grigg Commission defined* the main objects of the 
reorganisation of the milk industry as being :-— 


(a) “ The strengthening of the position of the producers, by 
enabling them to negotiate as a solid body with one voice and 
with adequate information, and by ensuring that negotiated 
agreements are universally observed. 

(b) The prevention of under-cutting of the liquid market, 
and the provision of satisfactory arrangements for the sale of 
milk for manufacture. This is necessary to establish a clear 
distinction between the two markets for milk—liquid consump- 
tion and manufacture—and to secure the return to producers 
of their fair share of the proceeds of all milk sold in the primary 
and more lucrative market. 

(c) The improvement of the quality of our milk supplies. 

(d) The stimulation of the demand for milk for liquid 
consumption. 

(e) The recognition of the service rendered by producers who 
cater primarily for the hquid-milk market. 

(f) The development of the manufacture of milk products. 

(g) The co-ordination of the efforts of all concerned—pro- 
ducers, distributors and manufacturers—to secure prosperity for 
the whole milk industry of the country, but with adequate 
safeguards for the interests of the consuming public.”’ 


The Grigg Commission was concerned only with the milk industry 
in England and Wales, but in general there is nothing in this 
statement which could not have been regarded. as applicable to 
Great Britain as a whole. 

The aims thus defined by the earlier Commission fall into two 
groups, namely, those which directly concern only the producer, 
and those which concern also, and sometimes even more closely, 
other interests. It was, no doubt, because some at least of the 
matters concerning other interests do not seem to be appropriate 
to be dealt with by producers’ Boards alone that the Grigg Com- 
mission recommended a more comprehensive form of organisation. 

In some respects—more especially in the strengthening of the 
bargaining position of producers and the prevention of undercut- 
ting in the liquid milk market—the immediate aims of the earlier 
Commission have been substantially achieved as a result of the 
operation of the schemes. But not all the difficulties of pro- 
ducers have been disposed of, and in certain other respects also 
the position is still unsatisfactory. The cost of maintaining a 


* Economic Series No. 38, page 75. 
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manufacturing industry has proved to be heavier than had been fore- 
seen, and at the same time the need for increasing the consumption 
of liquid milk has become more obvious and more urgent. While 
the objects laid down by the Grigg Commission are still of interest, 
and indeed still afford general guidance, they do not seem to us 
to meet entirely the needs of the present situation. 


(i) The Needs of the Situaticn. 


In our view there are three fundamental objects of organised 
milk marketing. The first is to ensure that all sections of producers, 
and all other interests concerned with the milk industry, are treated 
equitably. The second is to secure that production is carried on in 
the areas, and by the methods, providing the greatest efficiency 
and economy, and that the processes of distribution are conducted 
at the lowest cost consistent with the quality standards required 
and the type of service given. The third is to increase the amount 
of liquid milk consumed by all classes of the community, but par- 
ticularly by those who need it most. 

The various aspects of the first of these general objectives have 
been discussed in the course of our examination of the effects of 
the schemes and of certain principles related to them. The second 
aim cannot be achieved by sudden or drastic action ; any reorganisa- 
tion of supply must affect the distributive system, and any change 
in the latter is likely to react on the relative positions of different 
classes of producers. It is obvious that progress towards this second 
objective must be on the basis of long-term policies and plans. 
As regards the third, it is important at this stage to draw attention 
to the rapidity with which the conception of a national nutritional 
policy, beginning with milk, has been developing during the last year 
or two. ‘The re-orientation of public opinion in this respect is 
well illustrated by the history of the Mulk-in-Schools schemes, 
which, though originally undertaken as part of a publicity plan, 
have come to be regarded by the public mainly as a step towards 
a healthier nation. It is from this point of view that the Muilk-in- 
Schools movement has received support from all quarters ; and there 
is steady pressure for the extension of the plan to other groups, such 
as nursing and expectant mothers and children under school age, 
not as a measure of publicity, but as a desirable social service. 
This development of public opinion is a relatively new factor of 
great importance which we have kept in mind in the survey of the 
particular needs of milk marketing organisation which follows. 


Producers’ requirements.—The first object of a milk marketing 
scheme must obviously be to secure a level of returns that is 
remunerative to reasonably efficient producers. An important step 
was taken in this direction by the introduction of the schemes. 
The position of producers in price negotiations (cf. (a) above of the 
Grigg objectives) was strengthened greatly: indeed each of the 
schemes, by conferring price-fixing powers on producers’ Boards 
alone, has gone some way beyond the intentions of the previous 


205 


Commission. As a result the average level of producers’ returns 
has been raised, but there is no assurance as to what it may be in 
the future. ‘T’o secure stability in the industry it is desirable to 
ensure a level of returns that gives fair but not excessive profits, 
and to provide, for this purpose, a satisfactory test of fair profits. 
It would also prevent misunderstandings and facilitate planned 
production if producers could be informed before the beginning of 
each year what were to be the prices payable to them throughout 
the forthcoming year. 


From the point of view of producers, a second aim should be to 
provide suitably for the distribution among different classes of 
producers of the income from the sale of milk. The undercutting 
of the liquid milk market by supplies surplus to its requirements 
(cf. (b) above) has been prevented by the introduction of pooling 
systems; and in the division of the pools the special cases of level 
producers and others who cater particularly for the hquid milk 
market (cf. (¢) above) have been recognised in different ways under 
each of the schemes; but both the principles and the details of 
differentiation between producers in the matter of prices have given 
rise to serious differences of opinion. 


We have expressed in Chapter 15 our general agreement with 
the view of the Grigg Commission that provision should be made, 
temporarily at all events, for variations in the levels of returns to 
groups of producers according to locality, and we have indicated 
the more permanent need for seasonal variations. It is essential 
that, in the application of this principle of differentiation, there 
should be great flexibility and that, in avoiding or minimising 
hardship to any particular group of producers, due weight should 
be given to all the other interests concerned. The basis of 
differentiation and its amount are matters which cannot be settled 
once and for all, but which must be determined from time to 
time in the light of events. 

Nothing in either of these requirements of producers need 
run counter to the proper interests of others concerned with the 
milk industry. It is true that these others—distributors, manu- 
facturers and consumers—wish to buy milk at the lowest practicable 
price ; but unremunerative prices to the producing industry at large, 
or unfair differentiation between classes within that industry, or 
instability due to any other cause would not be to their ultimate 
advantage because of the danger to supplies that would ensue. 
The chief considerations of the other interests in relation to pro- 
ducers’ returns are that the general level of prices to producers 
is not higher than is necessary to remunerate them reasonably 
for their services and that, in providing for any differentiations in 
price between groups of producers, due regard is given to the 
necessity for economical production. 

There are, of course, some other matters affecting producers 
which require attention—matters concerning organisation, the repre- 
sentation of various interests on, and methods of election to, the 
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Boards. ‘These can, however, be left for the moment. ‘They are 
not objectives in themselves, but only the means of attaining 
objectives. 


The needs of distributors and manufacturers.—The principal 
object of distributors and manufacturers must be to secure satis- 
factory buying prices and conditions of contract, though they are, 
of course, also interested in the cleanliness and quality of milk, 
in the certainty of supply and in the general smooth working 
of the marketing machine. As regards both prices and conditions 
it is necessary not only that the terms should be fair, but that they 
should be free from any suspicion of partiality. 

To manufacturers, buying prices, or the basis for fixing those 
prices, are of vital importance, for their businesses cannot continue 
unless they can buy milk at a price which will allow them to 
sell the final product at a profit in competition with imported 
products. ‘To distributors, the price is not of quite the same 
importance, provided that they are able to obtain a sufficient margin 
between the wholesale and the retail price, though every increase 
in price must tend to restrict the volume of the trade. But in 
the public interest it 1s necessary to keep both wholesale liquid 
milk prices and distributive margins down to reasonable levels. 

Another matter of great concern to manufacturers is long term 
stability. But we have seen that, while the manufacture of milk 
products in creameries and factories has made rapid progress in 
Hngland and Wales and in the main Scottish area, practically 
the whole of this industry is conducted on an uneconomic basis 
in the sense that the prices obtainable for the final products are 
insufficient to enable manufacturers to pay prices high enough to 
cover the cost of production of the milk used in them. ‘The loss 
on manufacturing milk has been borne in part out of advances made 
by the Government, but mainly out of the price realised by milk 
sold for liquid consumption. 

It may still be thought desirable, as a matter of Government 
policy, that the production of milk in this country for manufacture 
should not only continue, but expand (cf. (f) of Grigg objects). In 
any case, it would be impracticable to reduce at once the total 
output of milk to the level of the present liquid milk requirements 
and the reserve necessary to safeguard the liquid milk supply. For 
that reason some production of milk for manufacture in excess of 
the amount of the reserve must continue, at least for the time 
being. But it seems to us entirely unsatisfactory that this industry 
should continue on the basis of an unseen and _ indeterminate 
subsidy from the liquid milk market. Decisions as to the extent 
to which the production of milk for manufacture should be 
subsidised should rest entirely in the hands of the Government, 
not ae they largely do at present, in the hands of the milk industry 
itself. 

It may also be a matter of some moment to manufacturers to 
secure that their supplies should be as level over the year as 
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is reasonably practicable, since regularity of throughput may be 
one factor in reducing manufacturing costs. Under a system of 
realisation values for manufacturing milk, however, the prices 
payable by manufacturers would, no doubt, take general account 
of the additional costs or the savings due respectively to a seasonal 
or a level supply. In that case regularity of supply would not 
matter so much to manufacturers generally, though it would still be 
necessary to provide that manufacturers were treated equitably. 


Consumers’ interests.— We have left until last the interests of 
consumers and the wider public interests that are concerned with 
milk. The two are interlocked: increased milk consumption is 
itself a matter of national importance; and the interest of the con- 
sumer in cheap milk is one aspect of the interest of the nation in 
the economical use of its resources and in the health of the people. 


Some steps have been taken by the Boards towards improving 
the quality of the milk supply ( (c) of the Grigg objectives); and 
the Boards, in conjunction with the distributors and the Govern- 
ment, have devised measures and provided funds to stimulate the 
demand for liquid milk ( (d) above). But in spite of these efforts, 
it remains the fact that the only interests that have suffered as 
a whole from the schemes have been those of consumers; retail 
prices have risen, and the result has been to limit consumption, or 
at least to discourage its expansion, especially among the poor. 


We have already recorded our view that, as a matter of national 
importance, every practicable step should be taken to increase the 
consumption of liquid milk. There are a number of factors that 
influence the level of consumption, the most important of which 
are probably price in relation to purchasing power, the safety of 
the supply from the point of view of health, and the public taste for 
and appreciation of milk. Full recog onition of the importance of 
milk in the diet will only come as the result of continuous educa- 
tional propaganda, on which a start has already been made. 
Increased safety can be secured by improvements in methods 
of production and handling. Reductions in costs, and thus in 
price, may also be secured by improvements in methods of pro- 
duction and distribution. Every effort should therefore be made 
in all these directions; for it should be the aim of organisation in 
the milk industry to provide consumers generally with supplies of 
clean, safe milk at reasonable prices, and to facilitate special 
arrangements which will enable even the poorest to obtain their 
requirements at prices they can afford to pay. This national 
nutritional objective should not, of course, be allowed to interfere 
with the full and proper remuneration of producers and distributors. 

But it is clear that, with the best will in the world, the progress 
that the producers’ Boards can make unaided towards some of these 
wider objectives is limited. In the first place, the burden of 
subsidising the existing production of manufacturing milk falls 
largely upon liquid milk prices, and we doubt whether the Boards 
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could, by their own action, get rid of it. Secondly, even if they 
could do so, and if they could also bring about every practicable 
economy in production, the consequent reduction in prices would 
probably be insufficient to induce any considerable increase in milk 
consumption among those classes which need it most. Specially 
low prices to these classes offer the only immediate solution of this 
problem. Thirdly, while the producers’ Boards may be able to 
secure some improvements in production, in the interests both of 
economy and of greater safety, they may find it difficult, on their 
own initiative, to go as far as is desirable, because of the effects 
upon sections of their constituents. Fourthly, both cheaper milk 
and safer milk may demand improvements in methods of distribu- 
tion, but the producers’ Boards are not the bodies to which the 
nation could, or should, look for methods of improving distribution. 
Finally, even in the matter of publicity the responsibility should 
not (and does not now) rest solely with the producers’ Boards. 

For these reasons it would be unfair to expect that the national 
objective of largely increased consumption, and the consumers’ 
objective of cheap supplies of safe milk, could be achieved — 
through unilateral action on the part of producers’ Boards. Not 
all of the necessary power lies in their hands, and it would be 
improper that it should. For these same reasons, it 1s impos- 
sible to look to the Boards, representing as they do only one side 
of the industry, to formulate and direct plans for the benefit of 
all interests. If these larger issues, involving the health of the 
nation, are to be dealt with, and the full co-operation of all sec- 
tions of the industry is to be secured (cf. (g) of the Grigg objec- 
tives) something additional to the producers’ Boards is clearly 
required. 

(ii) Outline of Proposals. 

It will be convenient at this stage to set out, in the broadest 
outline, the actual proposals that we make in the light of the 
foregoing considerations. The present purpose is merely to give 
a general picture, so that our principal recommendations may be 
seen in relationship to one another. For that reason no explana- 
tion is given here, but each of the proposals is dealt with in some 
detail in subsequent Chapters. 

We recommend, in the first place, that in order to permit of 
lower prices for liquid milk and thus to increase milk consump- 
tion, the State should provide funds to allow milk to be sold . 
to selected classes of consumers at specially reduced prices, and 
should also take over the burden of the loss on the remaining 
surplus over the requirements of the liquid milk market and its 
reserve. 

Secondly, we propose that the prices payable to producers 
should no longer be ascertained by pooling the receipts from sales 
and dividing the total among producers according to their gallon- 
ages. Instead, the prices payable to producers should be fixed 
in advance at a level estimated to call forth the quantity of milk 
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required. In deciding what is the total quantity of milk re- 
quired, it. will be necessary to take into account what may be 
called the ‘‘ normal ’’ demand for liquid milk; the extent to which 
the Government are prepared to assist the provision of milk to 
special classes of consumers; and the extent to which they are 
prepared to subsidise manufacture. These three things together 
will determine the total quantity of milk required from the farms, 
and the price payable to producers should be sufficient to secure 
its production. In the first instance, at all events, it is not in- 
tended that the quantity should be less than the present output. 

This price which producers will receive should be fixed at 
different levels for different regions and different seasons. It 
should be subject also to quality bonuses, but to no deductions 
except for transport. 


Thirdly, the wholesale price of liquid milk (i.e., the price paid 
by the distributor) should be fixed at such a level that the income 
from its sale, together with the income from the sale of manu- 
facturing milk and the Government grants in respect of manufac- 
turing milk and “‘ assisted price ’’ milk, will be sufficient to meet 
the payments due to producers. It is hoped that Government 
erants may be made available to bear the whole of the loss on milk 
in excess of the requirements of the ordinary liquid milk market 
and its reserve, including the loss on “‘ assisted price’? milk. In 
that case the ordinary wholesale price of liquid milk could be 
correspondingly reduced, with a consequent reduction of the retail 
price. 


Fourthly, we recommend a form of machinery for the deter- 
mination of both producers’ prices (including regional and 
seasonal variations in them) and selling prices for milk. Under 
our proposals these should not be ‘‘ negotiated ’’ prices in the 
sense that they would be arrived at as the result of bargaining. 
They would be prices calculated, on the basis of all the informa- 
tion available, to give certain desired results. It is essential that 
they should be fixed impartially, and we therefore propose that a 
permanent independent body should have final responsibility in 
determining them. 


Fifthly, we propose some changes in the administrative struc- 
ture of the schemes themselves designed to assist in implementing 
the policy outlined above. The most important of these is the 
substitution of an all-Scotland scheme on a regional basis for the 
present and projected schemes. We also propose some changes 
in electoral procedure. 


Sixthly, we discuss the means by which the various interests 
concerned with milk may be co-ordinated. The independent 
body already mentioned would itself keep in the closest touch with 
all sections of the industry and would thus do much to co-ordinate 
the aims and efforts of the different sections, to their mutual 
advantage. 
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Finally, we propose that the same independent and impartial 
authority should have wide functions in the capacity of a permanent 
Milk Commission, planning and acting, in co-operation with all 
sections of the milk industry, with the objects of promoting 
the progress of the industry and of expanding the consumption 
of liquid milk. These objects are important from the 
standpoints of national nutrition, of agriculture, and of the national 
economy as a whole. They are of course closely interwoven ; for 
while improvements in methods of production and distribution are 
desirable in themselves, they will also make possible reductions 
in price which must encourage consumption, to the benefit both 
of agriculture and of the public health. The ultimate objective 
of the Milk Commission may thus be regarded as a single aim to 
be pursued by many different means; research, education and pub- 
licity will have to be used and co-ordinated by the Commission 
in the task of developing the milk industry in the widest national 
interest. 


CHAPTER 23.—PROPOSALS FOR ASSISTING LIQUID 
MILK CONSUMPTION. 


The first necessity in securing an expansion of the consumption 
of liquid milk is to reduce prices. Aithough we have not found 
it possible to examine in detail the conditions and costs of milk 
production and distribution—and indeed, we should have exceeded 
our terms of reference had we done so—we think there can be 
no doubt that substantial reductions in the retail price of milk 
could be made through improved methods of production and, still 
more perhaps, of distribution.* It seems inevitable, however, that 
major economies through improvements in production and distribu- 
tion must take some time to effect and that no considerable reduc- 
tion in retail prices would be practicable in the immediate future 
without special financial aid from the Government. 

Under the Milk Acts, 1984 and 19386,t the Government has 
already undertaken, for a limited period, to provide funds for 
assisting the milk industry. Part of the money has been allocated 
to the improvement of production ; part to the Milk-in-Schools plan 
and other publicity purposes ; and part (on a basis that may involve 
repayment from the Boards) towards supplementing the returns 
from manufacturing milk. Money spent on these objects should be 
of benefit to consumers as well as to producers; but we suggest 
that, as a long-term measure of assistance to both the consuming 
public and the industry, a substantial annual fund should, instead, 
be made available for assisting both consumers and the industry 
through the direct stimulation of milk consumption. This money 
should be used to relieve the ordinary liquid milk market of the 





* These matters are discussed further in Chapter 29. 
t See Appendix I. 
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burden which it bears in respect of surplus milk over and above 
the reserve necessary to safeguard the ordinary liquid supply, and 
also to make milk available at assisted prices to classes or groups 
of consumers who are in particular need of it. These two uses 
for the subsidy are closely connected with each other, for the in- 
creased requirements of consumers in the assisted price market 
would have to be met from the surplus supply. ‘To that extent, 
a grant of assistance to special groups of consumers would at the 
same time help to relieve the ordinary liquid milk market of the 
burden of surplus. 

We wish to make it clear that the changes in the principles 
of the schemes and the machinery of administration which we 
recommend later would, in our opinion, still be desirable in them- 
selves even if the Government found it impossible to provide further 
financial assistance. Nevertheless such assistance will be necessary 
if immediate effect is to be given to some of our other proposals. 
The main reason for dealing first with these particular recommenda- 
tions is, however, that an explanation of them at this stage will 
assist in clarifying the recommendations made in the next two 
Chapters regarding the methods of determining producers’ prices 
and the prices at which milk should be sold to the trade. 


(i) Relief from the Burden of Manufacturing Milk. 


In Chapter 21 we have drawn attention to the burden which 
consumers of liquid milk are at present bearing in respect of manu- 
facturing milk, and have expressed the view that it is undesirable 
that consumers of a food so important to the health of the younger 
generation as fresh milk should continue to carry any part of the 
loss resulting from the sale of milk which is surplus to the needs 
of the liquid milk market and its reserve. It was indicated in 
that Chapter that there are two ways in which consumers might 
be relieved of this burden, but that one of them—the reduction 
of the total output of milk to the level representing the require- 
ments of the lhquid milk market and its reserve—was so inex- 
pedient as to be virtually impracticable. The alternative is to 
secure from some other source the funds needed to make up the 
difference between the price to be paid to the producer and the 
price realised for the surplus. Since the chief objects of maintain- 
ing the present level of production would be to ensure a sufficient 
supply for an expanding liquid milk market and also to secure the 
best use of agricultural resources, it 1s reasonable in our view that 
the cost should be borne by the State. 

In order to ascertain what sum would be required for this pur- 
pose, it is necessary to decide, first, how much of the milk in excess 
of actual liquid milk supplies to the ordinary market can properly be 
regarded as a necessary reserve and how much is to be considered 
strictly as surplus; and secondly, at what rate the ordinary liquid 
milk market can fairly be charged for loss in the disposal of the 
reserve. 
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The reserve for the liquid milk market.—The size of the reserve 
obviously depends partly upon the volume of supplies actually 
absorbed into the liquid milk market, which can be ascertained 
from statistics of the milk marketing Boards. But it is more 
uncertain what proportion the reserve should bear to normal 
requirements. 


There are several ways in which the problem of estimating the 
proportion of the reserve required by the ordinary liquid milk 
market might be approached. The English Board, in the recent 
proceedings before the Committee of Investigation for England and 
Wales, suggested that a minimum safety margin of 10 per cent. 
is needed in each month of the normal year and that, owing to 
the present rate of seasonal variation, this entails higher margins 
in the summer months, rising to a maximum of 46 per cent. in 
the peak month. On these estimates the average reserve would 
amount to some 23 per cent. of the actual liquid milk sales. 


The basic figure of 10 per cent. for the safety margin in the 
month of lowest production must be a matter of opinion based on 
experience. But if this is accepted, it is still possible that the 
figure of 23 per cent. for the annual average may be on the high 
side. It is understood that, in arriving at the figure for the 
summer maximum, the English Board had regard to the existing 
relationship between the levels of winter and summer production 
throughout the whole of England and Wales. In general, how- 
ever, the output of those producers who are actually supplying the 
liquid milk market tends to be more level than that of producers 
as a whole, and consequently it is possible that, even with the 
present degrees of seasonality of production, the maximum of 
46 per cent. in the peak month is too high a figure to use in this 
connection. 


We have accordingly examined some alternative methods of 
calculating the reserve. If, instead of basing the estimate of 
seasonal increase of production upon the statistics of monthly out- 
put for the whole of England and Wales, the figures for the four 
regions surrounding London are taken (these being the regions 
with the least seasonal variation) a rather lower figure is obtained 
for the average reserve; and if the figures for the South Eastern 
region only are taken, the reserve is less again. While it is clear 
that the average reserve is dependent upon the degree of seasonality 
of production, it may perhaps be accepted for purposes of calcula- 
tion that, under existing conditions, the reserve for the liquid milk 
market, over the year, should be regarded as approximately 20 per 
cent. 


It is sometimes suggested that, in estimating the amount of the 
reserve needed, account should be taken of the requirements of the 
cream market as well as of the lquid milk market. It is under- 
stood to have been the practice of many distributors in pre-scheme 
days to regard their supplies for the lquid market and their 
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supplies for the manufacture of cream as a whole for the purpose 
of ‘‘ balancing ”’ their daily requirements, and thus to treat their 
cream, milk as a reserve for their liquid milk supply. If this 
practice were generally adopted, and if there were no further reserve 
for the combined liquid milk and cream milk supply, then it would 
clearly be necessary to refuse orders for cream upon occasion so as 
to be able to supply the full requirements of the liquid milk market. 
If, however, consumers and distributors were prepared to put up 
with this inconvenience, it would be possible to reduce very con- 
siderably the volume of the reserve for the liquid milk market. 


Even in that case, however, some further reserve would still be 
needed, because the volume of milk used in the manufacture of 
fresh cream amounts to less than 10 per cent. of the liquid milk 
requirements, and this would not be adequate as a reserve through- 
out the year. But if the cream milk supply were looked upon as 
part of the reserve for the liquid milk market, the consumer of 
liquid milk should be responsible for bearing any loss on _ the 
disposal of cream milk as well as any loss on the disposal for 
manufacturing purposes of whatever supplementary reserve were 
thought necessary. 

There are some further factors that should, in principle, be taken 
into account in computing the loss in disposing of the reserve for 
the liquid milk market. In the first place, the price at present paid 
to producers represents, broadly, the price that is necessary to 
secure the present output. But if, under present circumstances, 
there were no surplus above the requirements of the liquid milk 
market and its reserve, the volume of output would be reduced 
by approximately 20 per cent., and somewhat lower prices to pro- 
ducers would probably secure the supply of that quantity to con- 
suming markets. 


Secondly, the average realisation value of milk not absorbed into 
the liquid milk market is lower than it would be if there were no 
surplus beyond the requirements of the liquid milk market and its 
reserve. If the only milk that had to be sold for manufacturing 
purposes were the reserve for the liquid milk market, nearly one- 
half of it would be required for the manufacture of cream, so that 
a much smaller proportion than at present would remain to be sold 
at descending prices for the manufacture of condensed milk and 
other commodities returning lower realisation values. 


For both of these reasons the disparity between the prices of 
liquid and manufacturing milk tends to become greater as the 
proportion of the surplus increases. It would be necessary to take 
these factors into careful consideration if it were desired to make 
an exact computation of the burden at present borne by consumers 
in the disposal of that part of the total production which is in 
excess of the requirements of the liquid milk market and_ its 
reserve. We think, however, that it will never be practicable to 
provide that the consumer of liquid milk shall bear the precise 
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amount of loss related to the reserve and neither more nor less. 
For present purposes, therefore, we have assumed that the reserve 
for the liquid milk market may be taken to be 20 per cent. of the 
liquid milk markat’s requirements throughout the year and the 
remainder regarded as surplus. Further, we suggest that in com- 
puting the loss on this surplus it will be sufficient to have regard 
to the average prices paid to producers over the whole range of 
Ses and to the average prices received for manufacturing 
milk. 

The cost of assistance.—For the year 1934-35 the quantity of 
milk sold through the four Boards operating in Great Britain 
amounted to 1,107 million gallons, which may be divided as 
follows :— 

Million gallons. 


Sales into the liquid milk market ... e 1 STAG 

Reserve for liquid milk market (assumed to be 
20 per cent.) bes te ie at tos AS) 
Surplus milk for manufacture Pug oe tir 21D 
1,107 


The weighted averages of the prices paid to producers and of the 
prices received for manufacturing milk in that year were, respec- 
tively, 11.86d. per gallon and 4-81d.* per gallon. The deficiency 
to be made up on account of the low average price received for 
manufacturing milk is not as great, however, as the difference 
between these two figures would suggest. A part of the deficiency 
is made up by the income derived from the systems of transport 
charges operating under the two main schemes. In England and 
Wales a part of the pool funds is derived from the Board’s trans- 
port deductions in respect of manufacturing milk; and in the main 
Scottish area profits on the haulage fund are paid into the general 
pool. If allowance were made for these elements in the pool funds, 
the deficiency to be met on account of the low prices of manu- 
facturing milk would have amounted to some 54d. per gallon. On 
the basis of these figures the loss in disposing of the necessary 
reserve would be represented by the sum of about £33 million, and 
the loss in disposing of the surplus would amount to some £5 
million. To put the matter in another way, in order to have paid 
the producer 11-86d. per gallon on the manufacturing milk in 
excess of the assumed safety margin, without imposing any burden 
on liquid milk prices, it would have been necessary to secure from 
outside sources an annual sum of shghtly more than 54d. per gallon 
on each of 212 million gallons, and a total amount of about £5 
million would have been required for this purpose. 

The Government is already contributing, under the Milk Acts, 
to assist the retarns to producers from the sale of manufacturing 
milk, though some part, or even the whole, of the contributions 


* Excluding Government advances under the Milk Act. 
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from State funds will become repayable if the wholesale prices for 
imported cheese advance sufficiently during the course of the 
next few years. For the milk year 1934-35 the Government’s 
contribution to the Boards in Great Britain for this purpose was 
£14 million. If, therefore, the Government had borne the whole 
burden of the loss in respect of surplus milk, an additional contribu- 
tion of the order of £32 million would have been required. This 
would have been equivalent to a reduction of 1-2d. per gallon in 
the retail price of liquid”milk. 


It does not follow, however, that a sum of this magnitude would 
be required in future years. Any improvement in the prices of 
milk products would reduce the difference between the value of 
manufacturing milk and the price at present paid to producers. 
Further, it is to be expected that if this sum were used to reduce 
ordinary liquid milk prices, there would be some expansion of milk 
consumption which would reduce the volume of surplus milk. If, 
in addition, as niuch as possible of the remaining surplus were 
diverted from manufacture to sale for liquid consumption at 
differential prices, two further advantages might follow: first, the 
returns from the sale of that part might be increased to some 
extent; and secondly, the average value of manufacturing milk 
might be raised by reducing the quantity that had to be sold at the 
lowest level of manufacturing prices. Provided that production 
did not increase (or at all events did not increase as much as the 
demand for liquid milk) these factors might be expected to reduce 
the annual sum required by way of subsidy. On the other hand, it 
is possible that some of the milk now used on the farm for butter 
making or stock feeding may be sold in future years, and this might 
- Increase the amount of the surplus. Moreover, if the level of 

producers’ returns were either raised or lowered, that would 
obviously affect the difference between producers’ prices and surplus 
milk prices and thus would affect the amount of the contribution 
per gallon required in respect of surplus milk. On the whole, 
however, it seems probable that, if production remained at about 
the present level, the sum needed to subsidise surplus milk would 
be less in each succeeding year. 


(ii) Subsidised Milk for Selected Classes of Consumers. 


The relief of the liquid milk market from any burden in respect of 
the surplus should result in some decrease in both wholesale and 
retail prices, but the amount of the reduction due to this cause 
alone could hardly amount to more than an average of 1d. or 2d. per 
gallon over the year. Further reductions consequent upon economies 
in production and distribution may take some time to effect, but 
even if it were practicable to look for an early saving of as much 
as 2d. or 3d. per gallon, that would only be sufficient to enable 
prices to be lowered by 4d. per gallon, or 1d. per quart, throughout 
the year. 
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It is not, we think, to be expected that a price reduction of this 
magnitude would of itself lead to an immediate and substantial 
increase in the consumption of liquid milk on the part of those who 
need it most. Ifa real effort is to be made to expand consumption 
among certain classes of consumers, we believe it will be necessary 
to make special provision for the sale of milk in certain circum- 
stances at much lower prices. 'T'o some extent the position might 
be met if arrangements could be made for radical changes in distri- 
butive practice. If, for example, consumers could be induced in 
sufficiently large numbers to collect supplies from central retail 
depots, an appreciable reduction in the price of milk so fetched 
might become possible. Some suggestions for experiments of this 
kind are offered later in Chapter 29. But we think it will be neces- 
sary also to make a special reduction in the wholesale price of milk 
supplied to certain classes if their consumption is to be expanded to 
any large extent in the early future. 


We do not wish at this stage to make definite suggestions as to the 
classes or groups of the population to which cheap milk might be 
made available. But for the purpose of indicating the amount of — 
assistance that could be afforded by a given outlay, we have thought 
it well to make some general observations and to set out some 
calculations based on certain hypotheses. 


If any reduction in price were made to any particular class, the 
reduction would have to be applicable to the whole of the future 
consumption by that class, and not merely to the increase in con- 
sumption arising from the reduction in the retail price.* It is true 
that the poorer classes of the community purchase, per head, 
relatively little milk; but it is equally true that a considerable 
reduction in price would be required if consumption were to be 
stimulated greatly. While we have no data on this matter to 
guide us, we doubt whether, if it were possible to reduce the retail 
price to certain of the poorer classes by one-half, the consumption of | 
milk by those classes would be doubled. In other werds, a house- 
wife of the working classes who spends, say, ls. a week at present 
on milk would probably not spend so much as Is. if the price were 
halved: she would be content with less than double the quantity 
which she at present purchases, and the remainder of the 1s. would 
be spent in other directions. We have assumed in the illustration 
given below that, as a result of halving (approximately) the retail 
price to certain classes of consumers,the consumption of those classes 
would be increased by 50 per cent. We have also assumed that, 
by reason of this increased consumption and other factors, it would 
be possible to reduce the distributive margin in connection with 
those particular supplies from its present level of about 103d. to 8d. 


* For example, when the present plans for cheap milk for school children 
came into operation, all the children taking milk at school, including those 
who had previously paid ld. per bottle, were permitted to obtain it at the 
lower price of 2d. per bottle. 
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The average wholesale price of milk in Great Britain in 1935 
may be taken at 15d., and on adding to this sum the distributors’ 
margin of, say, 103d. an average retail price is arrived at of 254d. 
per gallon. Let it be assumed that a person of the selected classes 
who formerly purchased one gallon of milk at 253d. is induced by a 
reduction in price to 1s. per gallon to purchase a further half-gallon 
of milk which previously had been sold in the manufacturing market 
for, say, 24d. The following is then the position, so far as the 
returns to producers are concerned, before and after the change :— 


Amount paid by 








efovethe henge: Rane a fie Distributors Amount received 
ian Oh nen: mar guy. by producers. 
One gallon he 254d. 103d. 15d. 
half gallon use 20d. — 23d. 
(for manufacture) 5 de at 
Potal.. 4 mY hag A SF ne Ase wy 173d. 
=per gallon 4... as ane io ae ne 113d. 
After the change. 
One gallon ae 12d. 8d. Ad. 
half gallon a8 6d. Ad. 2d. 
Total 23 dee 18d. 12d. 6d. 
=per gallon... 124. 8d. Ad. 


On the assumptions on which the foregoing calculation is made, 
therefore, a subsidy of 7#d. per gallon (the difference between 
112d. and 4d.) would be required in order that producers should not 
suffer from the change. For the sake of convenience, we propose 
to use the figure of 8d. per gallon. 


It has been estimated* that the 10 per cent. of the population 
(44 million persons) with the lowest incomes at present consume 
about 1-1 pints of milk per person per week, or some 32 million 
gallons per annum. If these persons were enabled to buy milk 
retail at 1s. per gallon and in consequence increased their con- 
sumption by 50 per cent., the enlarged consumption would amount 
to 48 million gallons per annum. A subsidy of 8d. a gallon on 
48 million gallons equals £1,600 ,000. 


It is desirable to repeat that these tentative figures are men- 
tioned for the sole purpose of giving a broad indication of the 
financial aspect of suggestions which have from time to time been 
put forward that there should be State-assisted prices to those 
sections of the community whose incomes are low and whose con- 
sumption of milk per head is also low. In considering the amount 
of the assistance it should be borne in mind that the increased 


* By the Market Supply Committee. See “Food, Health and Income” by 
Sir John Boyd Orr. Macmillan & Co., price 2s. 6d. 
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consumption by the assisted sections of the population would 
decrease the volume of milk going to manufacture, and that, under 
favourable conditions, a system of differential prices may reduce 
the total amount of subsidy required in order to make good the loss 
on the disposal of surplus. We are aware that some special groups 
are already receiving supplies at cheap rates ; and we do not suggest 
that it is practicable or desirable to deal with a large section of 
the population on lines which would primarily involve a “" means 
test ’’. It might be found, for example, after careful inquiry 
that the whole of the money which the Government might be willing 
to make available for price relief to certain classes could best be 
used in supplying milk to children, or in making cheap milk avail- 
able to all those in specially selected areas who cared to fetch it. 
Decisions as to the methods of spending any funds provided should 
be entrusted to a permanent and disinterested body capable of 
initiating experiments, of maintaining constant touch with the 
operation of plans and of modifying these as experience dictated. 


(iii) General 


It is not for us to suggest what sum the Government might be 
justified in expending annually upon measures designed directly 
or indirectly to increase the consumption of liquid milk. But the 
past policy of the Government, coupled with the fact that the 
liquid milk market is suffering from the effects of the low prices 
of imported milk products (which are not always economic from 
the point of view of the producer abroad) suggests that the minimum 
amount of annual assistance from the Government might fairly be 
fixed at a figure which would take into account two factors : first, 
the amount of the present provision under the Milk Acts; and . 
secondly, the sum that might be raised by moderate increases in 
the duties on imported milk products. 

The assistance at present provided by the Government (for 
Great Britain and Northern Ireland) amounts to some £2 million 
(made up of £14 million for manufacturing milk and £4} million 
for Milk-in-Schools, publicity generally and herd improvement) ; 
and a moderate levy on imported milk products (see page 169) 
would probably raise about £4 million : so that these together would 
make a total of some £6 million. The question whether the money 
should in fact be obtained through import levies or in any other 
way must depend upon Government policy ; and the further question 
whether assistance should be provided over and above the level 
indicated by these figures is almost entirely a matter of social 
policy. It is not within our province to make specific recommenda- 
tions on either of these subjects. 

We wish to emphasise that we look upon the relief that would 
be afforded by the two services we have suggested as being relief, 
primarily and essentially, to the consuming public. As matters 
stand, there seems to be no quick and easy method of getting entirely 
rid of the burden of the manufacturing surplus ; and for the reasons 
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we have given, it might be short-sighted from the public stand- 
point to attempt to do so, apart from the hardship that would be 
inflicted on agriculture. At the same time there is a strong case 
on social grounds for the supply of cheap milk to certain selected 
classes of consumers. In both cases the only practical alternatives 
seem to be that either the State or liquid milk consumers should 
meet the cost. Our reasons for urging that hquid milk consumers 
should not be expected to meet it are, first, that it is inequitable, 
for the effect would be to tax the consumers of an important food- 
stuff in order to promote policies for which the State as a whole 
should be responsible; and, secondly, that it is contrary to the 
national interest, in that it must tend to discourage milk 
consumption. 

The changes we propose should, however, as we intend, prove 
advantageous to the milk industry as well as to consumers, in 
so far as they would stimulate in the most direct manner possible 
the demand for liquid milk. 


CHAPTER 24.—PRODUCERS’ PRICES. 
(i) General. 

The basis of determination.—The recommendations that we make 
regarding producers’ prices all hinge on the proposal that these 
prices should be fixed at a level designed to secure the production 
of whatever volume of milk is required.* Producers’ prices will 
thus be determined in relation to a definite and planned production 
policy. 

The first matter to be determined will be the total quantity of milk 
required. This will consist of :— 

(a) the estimated requirements of the ordinary liquid milk 
market at the price decided upon for that market ; 

(b) the estimated quantity to be sold at ‘‘ assisted prices ”’ 
to special classes of consumers ; 

(c) the reserve necessary to ensure that the full requirements 
of the whole liquid market are available ; and 

(d) any quantity, additional to the reserve, that may be 
required to be produced specifically for manufacture. 

The amount of financial assistance available from State funds 
should in principle determine, and must 1n any case influence, the 
second and the last of these items and must thus influence the other 
items also. The total quantity of milk required might be larger 
than the quantity at present produced if liquid milk sales increased 
considerably among consumers paying the ordinary price, or among 
the selected classes receiving subsidised milk, or if it were decided 
to expand manufacture. In any case, for the reasons given on 





* The question of equating the income of the fund from which producers 
will receive these prices for all the milk they sell, with the outgoings from 
the fund, is considered in the next Chapter. 


36517 H 3 


220 


page 197, we do not think that there should be any immediate 
material reduction below the present level of supplies. 


The total quantity of milk required for these different purposes 
will determine the level of the prices payable to producers, for the 
aim will be to fix prices which will secure the production of that 
quantity. The general price level will, however, be subject to the 
regional, seasonal and other variations discussed in subsequent 
paragraphs. 

Prices fixed in advance.—The determination of producers’ prices 
at a level which is designed to secure the production of the quantity 
of milk required will mean that these prices can be fixed in advance 
instead of being calculated each month after the milk has been 
sold, as under the arrangements now operating throughout Great 
Britain. We recommend that producers’ prices should be fixed in 
advance for a contract period of 12 months, so that each producer 
will know beforehand the price that he will receive for his milk. 
This will remove the objection that producers do not know what 
their returns will be until after the milk has been produced and 
sold. It will enable producers to plan their farming operations 
with a greater degree of certainty and will avoid false expectations 
as to the level of their returns. 


(ii) Regional, Seasonal and other Variations in Producers’ 
Prices. 


For the reasons explained in Chapter 15, we think there should 
be some measure of differentiation between the levels of returns 
to different classes of producers and that the basis of differentiation 
should depend upon the factors which are considered in the following 
paragraphs. 


Regional variations.— In the first place it will be desirable, for 
some years at all events, to make provision for variations in price 
according to régions. In England and Wales the existing regions 
were delineated with reference mainly to production and marketing 
conditions, and these should continue to furnish generally a suitable 
basis of differentiation. Our proposals for extending the same 
principle to Scotland are contuied in Chapter 27. 


We suggest that, at the outset, producers’ regional prices should 
be so fixed as to avoid causing undue disturbance in the relative 
levels of output of the different regions. The information that is 
already in the possession of the Boards as to the prices that have 
been paid to producers and the quantities of milk which these 
prices have drawn into the market during the last two or three 
years will afford the data on which producers’ regional prices will 
first be assessed. It will, however, be necessary to interpret these 
data in the light of all the circumstances. If, for example, it 
appeared that in any of the regions the returns received by producers 
under the schemes would, if continued, cause an expansion or con- 
traction of production more rapid than was desired, then, even in 
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the first year, producers’ prices for that region might have to be 
lowered or raised. 


Individual and sectional interests should not, however, be allowed 
to stand permanently in the way of improvements in production 
efficiency. Over the long period there should be a gradual and 
controlled adjustment of production in order to secure that an 
increasing proportion of the total output of milk is produced in those 
areas which are best suited for the purpose. With this object in 
view, producers’ regional prices would be altered, if need be, from 
year to year in order to bring about any changes in the balance of 
production that seemed desirable. 


Although variations in regional prices will no doubt be necessary 
for some years in order to prevent undue disturbance to established 
agricultural conditions, the aim will be to move gradually towards 
uniformity of producers’ prices throughout a scheme area. It should 
be borne in mind, however, that these prices would be producers’ 
eross prices and that transport charges assessed in accordance with 
the principles which are described later in this Chapter would have 
to be deducted in reaching net farm prices. Net prices, therefore, 
would still vary between individual producers. 


In the same way the ultimate aim should be to secure a suitable 
balance between producers’ prices in England and Wales and in 
Scotland, for any permanent preference afforded to either would 
involve the same kind of special local protection as permanent 
inter-regional price differences. If, however, there were any appre- 
ciable difference in the average transport charges payable in England 
and Wales and in Scotland, this would need to be taken into account 
in determining the general levels of prices in those two parts of 
Great Britain. 


Seasonal variations in producers’ prices.—The same general prin- 
ciple would also govern the variations in producers’ prices for differ- , 
ent months of the year. In other words, producers’ prices would 
be the means of maintaining not only the desired balance of pro- 
duction between regions, but also the desired balance of production 
between different seasons. ‘The producers’ price, therefore, while 
fixed for a year in advance, should not be uniform throughout the 
year, but should be varied from month to month so as to induce 
such seasonal incidence of supplies as may be desired. If, for 
example, it were thought best, having regard to all the factors, to 
aim at relatively level production throughout the year, then rela- 
tively wide seasonal price variations would be required. If, on the 
other hand, it seemed desirable to plan for considerable seasonality 
of production, that would involve less seasonal variation in price. 


We recommend, further, that seasonal variations in prices should 
not necessarily be the same for all the regions. It may well be 
desirable to promote more seasonal production in some regions than 
in others, and under the price structure we propose it would be 
possible to do this. 
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Special service premiums.—We have considered whether any 
further general provision should be made to induce level production 
or level delivery, over and above that which is implicit in seasonal 
variations in price. The price system which we have described 
already provides for seasonal variations in price which can be 
adjusted to secure whatever degree of levelness or seasonality of 
output may be required. We have come to the conclusion, there- 
fore, that the payment of premiums for level delivery or level 
production out of the general funds available for distribution among 
producers is neither necessary nor desirable. 

We do not intend, however, that there should be any departure 
from the system of paying premiums for special individual services, 
such as the delivery of level quantities, delivery at stated times or 
delivery twice daily. If a buyer requires services such as these, it 
is only reasonable that he should make some additional payment for 
them. ‘The amount of the level delivery premium and the conditions 
of payment should be set out in the contract ; but the amounts and 
conditions of other premiums must vary according to circumstances 
and should be left to individual negotiation. 

In the ordinary way, premiums paid for special services should be 
credited to the producers giving those services over and above their 
ordinary regional prices. But while the prescribed level delivery 
premiums should be payable by all buyers requiring that service, 
they should accrue to the individual producer concerned only if he 
bears the cost of giving the service. If he does his ‘‘ balancing ’’ by 
selling the remainder of his output through the Board on an ordinary 
contract, any level delivery premiums paid in respect of part of his 
output should accrue to the Board. 


Quality bonuses.—In order to encourage improvement in the 
general standard of quality of the milk supply, a financial reward 
should be offered to producers of high quality milk. We accordingly 
recommend that bonuses should be payable to all producers in 
respect of milk, sold through the Boards*, which reaches specified 
standards of quality. These bonuses should be payable at suitable 
differential rates on the officially recognised grades of milk. It will 
be possible to adjust the amount of the bonus on each of these 
erades in such a way as to induce a reasonable rate of progress in 
the improvement of the general standard of quality of the supply. 


Part of the funds needed for this purpose will be secured from 
the higher prices obtainable for certain grades of milk. It is 
intended, however, that all producers of high quality milk shall 
be rewarded, whether or not their output can be sold at the higher 
prices. Any additional sum received for milk on account of its 
special grade should accordingly go into the funds of the Board 
concerned, and the payment to producers in respect of high quality 
production should consist solely of the quality bonuses. It follows 
that a Board will be interested to ensure that graded milk should, 


* The special case of producer-retailers is dealt with later in this Chapter. 
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as far as possible, be sold as such at the appropriate price ; and that 
it will not approve a contract for the sale of graded milk at ordinary 
milk prices if it is possible to sell it elsewhere at the higher prices. 
Further, it is to be hoped that the public health authorities, the 
medical profession and the distributive trade will encourage the 
demand for milk of the higher grades at appropriate prices. 

A large part of the cost of paying bonuses on the higher grades 
of milk should be secured through higher prices obtainable for those 
grades. As regards the balance, the general principle that should 
be adopted is, we think, that of the Accredited Producers’ Roll now 
operating in England and Wales; that is to say, the funds required 
should be obtained through a charge levied on all milk sold under 
the schemes. As a matter of convenience, however, we propose that 
there should not be a specific deduction from the producers’ 
prices, but that the necessary allowance for the sum _ re- 
quired to pay the quality bonuses should be made in determining 
the level of those prices at the beginning of each contract year. The 
effect will be that producers’ prices will be fixed at different levels 
for the various grades, and the amount of differentiation will depend 
upon the rapidity with which it is practicable to induce a trans- 
ference of production from low grades to higher grades of milk. 

The butter-fat content of milk is also of importance, particularly 
in manufacture, and it was often the practice in pre-scheme days for 
manufacturers to buy their milk at prices related directly to its 
butter-fat content. It has been suggested to us that bonuses should 
be paid to producers on milk rich in butter-fat. In principle we 
agree that this aspect of quality should also be recognised by some 
form of price differential; but under present conditions it would 
hardly be practicable to arrange for an independent test of every 
direct delivery to individual retailers ; and unless a system of bonuses 
or deductions were of general application it would not operate fairly 
upon producers. However desirable such a system may be, we do 
not believe that it could be satisfactorily applied to producers of 
liquid milk as well as of manufacturing milk until there has been 
a radical reform of the present methods of assembly and wholesale 
distribution. | 

(iii) Transport Charges. 

We have shown in Chapter 19 our reasons for thinking that trans- 
port charges should continue to be borne by producers and that it 
should be possible for the Boards to reduce the total costs of trans- 
port by re-arranging contracts in such a way as to eliminate un- 
necessary travelling. We have also expressed in that Chapter our 
opinion that a system of pooled returns from the sale of milk 
needs to be supplemented by a system of pooled transport charges 
in order to secure equitable treatment to individual producers. 
The conclusion reached there was that pooling on a zonal basis 
offers the most practicable method of maintaining the proximity 
values which, under competitive conditions, accrued to producers 
situated favourably to consuming centres. 
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We accordingly recommend that the Boards should make them- 
selves responsible, in the first instance, for the payment of all 
transport charges and should use their position to reduce transport 
costs as far as possible; and further, that they should recover the 
total sum spent on transport by deductions from the prices paid 
to producers, the deductions from individual producers being assessed 
on a zonal basis. 


Zonal transport charges.—The simplest form of zoning plan 
would probably be one based upon a series of rings surrounding the 
main centres of consumption. Circles would be drawn around 
London and certain other large towns, thus dividing the country 
into a number of ring-shaped zones. All producers within any one 
of these zones would be required to pay the transport charge fixed 
for that zone, regardless of the actual destination of their milk. 
The map given in Appendix IV has been prepared merely to 
illustrate this simple form of zoning. 


It would, however, be possible to modify the application of the 
general principle of zoning in many different ways. Thus, for 
example, instead of specified towns, areas of dense population might 
be taken as the “‘ centres ’’ of zones, in which case, of course, the 
zones would not be circular rings, but would correspond in shape 
to the shape of the densely populated area; or zones might be 
determined according to distance by road or rail, and not by distance 
as the crow flies, from whatever centres were selected. Further, it 
might be thought desirable to take into account a number of other 
considerations in addition to the population factor, such as the 
density of milk production, or the rate of milk consumption in the 
nearest towns. This might be done by classifying consuming 
centres into categories and fixing the zones and transport charges 
for those categories on bases which would differ according to their 
circumstances. 


The precise nature of the zoning plan, provided that it followed 
the general principles indicated, would be relatively a matter of 
detail. While we consider that simple zoning systems for both 
England and Wales and Scotland would give reasonable differentia- 
tion between individual producers in the matter of proximity values, 
it should be a matter for the Boards themselves to decide whether 
simple or more elaborate systems should be adopted. 


(iv) Administrative Expenses. 


On the principles which we have outlined above, the price received 
in any month by a producer selling under contract will no longer be 
related to the monthly level of selling prices or to the quantities of 
milk actually sold for liquid consumption and manufacture in that 
month. It will be a firm price, subject to no deduction except for 
transport. ‘There will be no deduction comparable to that which, 
under the two main schemes, is now made from liquid milk prices 
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for the purpose of equalising returns from liquid milk and manufac- 
turing milk and which constitutes the bulk of what is now known in 
Hingland and Wales as the ‘‘ Board’s levy ”’ 

It will, of course, be necessary to make provision for the adminis- 
trative expenses of the Boards, and we propose that allowance 
should be made for this item before arriving at the amounts which 
will be published as the prices payable to producers. Those prices 
will thus be “‘ net’’, except for the transport charges assessed 
on the basis suggested in the preceding paragraphs. 

It is, however, a matter of importance that producers should 
be encouraged to interest themselves in all aspects of their Board’s 
work, including the costs of administration. For that reason 
we propose that the statements of accounts sent to producers should 
show clearly the amount of the deduction made in respect of adminis- 
trative costs before arriving at the producers’ price. In the case 
of producers not selling through the Boards, their share of the 
Boards’ expenses will be included in their contributions, which are 
paid direct. It has already been mentioned that the actual adminis- 
trative expenses of the English and main Scottish Boards have both 
worked out at about one-tenth of a penny per gallon, and those of 
the two smaller Boards at an amount which, though rather larger, 
is still a small fraction of a penny. 


(v) The Position of Special Classes of Producers. 


Producer-retailers.—Producer-retailers do not participate in 
certain of the services rendered by the Boards to wholesale pro- 
ducers ; but in other respects their special position makes additional 
demands upon, and causes additional expense to, the Boards. It 
would be impracticable to differentiate between the amount of the 
administrative levy to be charged to producer-retailers and the 
amount to be charged to other producers by reference to the actual 
services of the Boards to each class; and in any case the fraction 
of the levy due to administrative expenses will be very small. 
We propose, therefore, that the costs of administration should be 
spread evenly over all registered producers at a flat rate on each 
gallon of milk sold. The question of transport charges does. not 
arise with producer-retailers in their capacity as such. 

We have already expressed our opinion that producer-retailers 
should bear their share in the costs of maintaining stable prices 
in the lquid milk market. Under our proposals wholesale 
liquid milk prices will include a sum representing the cost of dis- 
posing of the reserve, and this will be\reflected in the level of retail 
prices. The cost of maintaining the reserve will thus fall directly 
on retail prices, as indeed it should. But it would clearly be 
inequitable if producer-retailers were able to obtain the current 
retail prices, including this sum for the maintenance of the reserve, 
without contributing a fair allocation from those prices ioe 
covering the loss on the reserve. The contribution made in respect 
of liquid milk sold under wholesale contract will not be made 
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directly by producers, but will be a calculated amount per gallon 
which will be taken into account in fixing producers’ prices. For 
the reasons explained in Chapter 16, we consider that the contribu- 
tion towards the cost of maintaining the reserve which should be 
made by producer-retailers per gallon of their retail sales should be 
at a somewhat lower rate; and further, that producer-retailers who 
bear the cost of disposing of their surpluses should pay at a lower 
rate than those who sell their surpluses through the Board on open 
contracts. We recommend that the maximum rate of the contribu- 
tion to be paid in this respect by producer-retailers on their retail 
sales (which will be the rate applicable to the last-mentioned group) 
should be seven-eighths of the calculated amount referred to above ; 
and that the contribution of producer-retailers who sell only by 
retail, or only by retail and on wholesale contracts carrying level 
delivery premiums, should be reduced by the amount of the normal 
level delivery premium. 

As we have stated, we consider that all producers selling 
through the Boards should be paid fixed quality premiums on sales 
of graded milks, regardless of the price that is actually paid by the 
buyer. It is, of course, just as important to encourage a high 
standard of production among producer-retailers as among other 
producers. The payment of quality premiums to them in respect of 
the highest grades of milk would present some difficulty, however, 
in that it would be impracticable to distinguish between those 
who had been able to obtain a premium in the price received from 
the consumer and those who had not. With wholesale producers 
it is not the intention that the individual whose high-grade milk 
is sold at a premium should receive both the price premium in the 
open market and the quality bonus. 

No difficulty arises in this respect with Accredited (or Grade 
“ A’’) milk, because no price premium is usually obtainable on 
this milk in the open market. We recommend, therefore, that 
producer-retailers of Accredited milk should receive the bonus pay- 
able on that grade. Mulk of higher grades would naturally also 
qualify for this bonus. We think it will be impracticable, how- 
ever, to include producer-retailers in the arrangements made for 
the payment of larger bonuses on the higher grades. This may 
involve some inequality if some producer-retailers are able to obtain 
higher prices than others from their customers for their high-grade 
milk; but it will, of course, always be open to a producer-retailer 
producing the higher grades to sell through the Board and to 
obtain the full premium if it pays him better to do so. 

The arrangement we recommend is, therefore, that all producer- 
retailers whose milk is of Accredited or higher standard should 
receive, in respect of milk retailed by them, the quality bonus 
appropriate to Accredited milk, but not the additional bonus pay- 
able on milk of higher grades. It follows that the levies paid by 
producer-retailers should include contributions towards the pay- 
ment of quality bonuses, but at a rate calculated by reference to the 
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sum required to pay Accredited milk bonuses, not the sum needed 
to pay bonuses on the higher grades of milk also. 


In practice it will be convenient to fix a round sum, approximately 
equivalent to the total of these three levies (i.e., the levy for 
expenses, the appropriate levy in respect of the reserve and the 
levy in respect of quality bonus) as the maximum contribution from 
producer-retailers. We recommend that this contribution, like 
producers’ prices, should be fixed for a year in advance. For the 
sake of simplicity, however, it will be desirable to avoid both 
monthly and regional variations. These contributions should, there- 
fore, be fixed at a flat rate for the whole of the ensuing 
contract year, any necessary changes in the rate being effected from 
year to year. | 


Under this system producer-retailers will know in advance the 
maximum amount which they can be called upon to contribute in 
respect of their retail sales. Those who sell partly on open contracts 
and who are not entitled to quality bonuses will pay at this maxi- 
mum rate. Those who do not sell milk by wholesale except on level 
delivery contracts and those who qualify for quality bonuses will 
be entitled to the appropriate reductions from the maximum contri- 
bution. It is important to note that if, as we intend, the liquid 
milk market is called upon to bear only the loss in disposing of the 
reserve to that market, and not the loss on any excess output, even 
the maximum rate of contribution for producer-retailers, as calcu- 
lated on the basis recommended, is likely to be considerably lower, 
at least in England and Wales, than their present average rate of 
contribution. 


As regards their wholesale sales, we recommend that producer- 
retailers should be treated equally with all other producers; that is 
to say, any level delivery premiums paid by their buyers should 
accrue to them only if the whole of their wholesale sales are made 
on level delivery terms. 


Producer-wholesalers.—The special category of producer-whole- 
salers exists only under the main Scottish scheme, though provision 
was made for this class of producers under the North of Scotland 
scheme also. We think it undesirable that the price payable to 
a producer should be dependent upon the size of the business of 
his buyer, and we propose, therefore, that provision should not be 
made for the continuation of producer-wholesalers as a separate 
class. 


Farm cheese makers and farm butter makers.—We recommend 
that the Boards should continue to make provision for farm cheese 
makers with the object of ensuring that they receive for their 
milk the approximate equivalent of the average net price payable 
in their region to producers who sell milk. They should also be 
entitled to obtain the Accredited (or Grade ‘‘ A ’’) bonus on the 
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same terms as producer-retailers, but not the larger bonuses pay- 
able on the higher grades of milk, which should all be absorbed 
into the liquid market. 

In principle producers who keep their milk on the farm for 
butter manufacture should be given similar assistance. Further- 
more the encouragement of farm butter making would help to 
relieve the Boards of a certain quantity of manufacturing milk 
and would also leave skim milk for use on the farm. Unfortunately, 
farm butter manufacture is usually conducted on a comparatively 
small scale, and for this reason any scheme for assisting farm 
butter making would meet with administrative difficulties. More- 
over the quality of the product varies considerably. Unless the 
Boards could ensure that the butter produced was of a good 
standard and could find a satisfactory but inexpensive method of 
administering a plan, it might prove even less economical to pay 
producers to keep milk on the farm for butter making than to 
sell it to the creameries and factories. It may be noted also that, 
if arrangements were made to secure the return of by-products from 
creameries and factories, one great advantage of encouraging farm 
manufacture—the availability of by-products for use in other 
branches of production—would be secured. 


(vi) Effects of the Proposed System. 


If the proposals set out above are adopted, the effect will be 
that every producer will know before the beginning of each contract 
period exactly what monthly prices he will be paid for his milk 
and will be able to plan his farming economy accordingly. The 
sum to be paid per gallon will vary from region to region ; and the 
price fixed for any region will be the price at which, according 
to the best estimates that can be made, producers in that region 
will be able and willing to supply the quantity required from the 
region. It will not be, and could not be, a price which will satisfy 
every potential producer. But each one will be able to decide for 
himself in advance whether it will pay him to enter or to con- 
tinue milk production. No one will be forced out of business by 
the unexpected pressure on returns of increasing supplies from 
elsewhere. 

The price per gallon will also vary from month to month so as 
to ensure the necessary supplies at all times of the year. Further, 
the net returns to individual producers will be affected by their 
transport deductions, which will be assessed in a way that will 
give recognition to the distance of individual producers’ farms from 
the main centres of consumption. The price received by a pro- 
ducer will not depend; however, either directly or indirectly upon 
the purpose for which the milk is used. Nor will it be affected, 
as it is now in England and Wales, by the presence or absence 
of either factories or liquid milk depots in any particular region. 

At the same time the difficulties and dangers associated with 
the restriction of individual output will be obviated. Though 1t 
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is proposed, through the regional and seasonal differences in price 
levels, to avoid hardship to any particular class of producer, the 
principle of the plan is that producers’ prices should be fixed with 
reference to the quantity of milk required and consequently that the 
volume of production should be controlled by price alone. 

One of the chief merits of these proposals is, in our opinion, 
that they will provide for the planned control of production as a 
whole, and also of regional and seasonal variations in production, 
through the operation of the price factor. It may be objected that 
the system will not work equitably if other branches of agriculture 
are relatively depressed, since there will be a tendency for producers 
to turn to milk even if the level of returns is insufficient to 
remunerate them adequately for their labour, management and 
enterprise ; and consequently that the quantity of milk needed may 
be obtainable at prices that are not, in fact, remunerative. We 
think, however, that it would be unreasonable to attempt to hold 
milk production at an undue level of profit, or to fix milk prices 
which would, in effect, enable milk production to support other 
branches of agriculture. If some other branches of agriculture are 
so depressed as to cause producers to choose milk production, even 
at an unremunerative level of returns, merely because it is less 
unremunerative than other forms of production, then the proper 
course is to take direct steps to improve the position in those other 
branches of agriculture. While the tendency in recent years has 
been for farmers to turn over to milk production, it is obvious that, 
if conditions in other branches of agriculture improve, dairy farming 
will become a relatively less attractive form of agricultural enter- 
prise ; and in that event it may well become necessary to pay higher 
prices to secure the quantity of milk then required. 


CHAPTER 25.—WHOLESALE AND RETAIL BUYING 
PRICES. 


Under our proposals for the fixation in advance of the prices to 
be paid to milk producers, the total commitments in respect of 
the milk sold by producers during any year will be determined by 
the quantity of milk sold by, and the prices payable to, them. It 
will, of course, be necessary that the income of the fund from which 
these prices are to be paid shall, over a series of years (though not 
necessarily in each single year), be sufficient to meet those commit- 
ments. 

(i) Wholesale Liquid Milk Prices. 


If funds are provided by the Government sufficient to relieve the 
liquid milk market of the whole of the burden of manufacturing 
milk in excess of the liquid reserve and also to finance the policy 
of low-priced milk for special classes of consumers, then the market 
for milk may be regarded as falling into three separate parts 
namely :— 

(a) the ordinary liquid milk market and its reserve; 
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(b) the market for ‘‘ assisted price ’’ liquid milk ; and 


(c) the market for manufacturing milk which is surplus to ; 
(a) and (0). 


In principle each of these markets should be considered separately 
from the point of view of income and expenditure. ‘he quantity of 
milk to be produced for sale at assisted prices should be no more than 
could be financed out of the grant made for that purpose. ‘The quan- 
tity of manufacturing milk (excluding the reserve to the ordinary 
liquid milk market) to be produced should be the number of gallons 
that can be subsidised (to the extent of the difference between the 
producers’ price and the realisation price) out of the fund made 
available for this purpose by the Government. Consequently, if the 
total volume of production secured is equal to the sum of these 
two quantities and the quantity required for the liquid milk 
market and its reserve, there will be no burden on ordinary liquid 
milk prices from either surplus manufacturing milk or ‘‘ assisted 
price ’’ milk. The total receipts required from the sale of milk in the 
ordinary liquid milk market will be equal to the sum payable to 
producers for the milk actually sold in that market and its reserve, 
less the actual realisation value of the reserve; and the wholesale 
buying price of ordinary liquid milk will be assessed accordingly. 


In practice, however, an exact balance will not be secured, as 
both the income and the outgoings must be estimated in advance 
and there will inevitably be some difference at the end of a year 
between the amounts estimated and the amounts actually received 
and paid. 

The income will consist of :— 

(a) any State grants made for the purposes we have men- 
tioned ; 
(b) the proceeds from the sale of milk required for the 
ordinary liquid milk market ; 
(c) the proceeds from the sale at low wholesale prices of 
‘assisted price ’’ milk; and \ 
(d) the proceeds from the sale of milk for manufacture. 
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The amount of the first item, namely the State grants, might 
be fixed for a year ahead or even for a longer period. On the 
other hand, the sum available from this source might conceivably | 
vary from year to year if, for example, it were to depend on the 
proceeds of a levy on imported milk products. 


The amount of the last item will depend on the actual quantity 
of milk remaining to be sold for manufacture and the prices obtain- 
able for manufacturing milk; and the latter will continue to be 
determined mainly by the prices of manufactured products. 


The third item of income—the proceeds from the sale of ‘‘ assisted 
price ’? milk—will depend upon the numbers of persons taking 
advantage of the plan of assistance, their consumption per head 
and the price at which the milk is made available. 
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Broadly speaking, therefore, the adjustments that will be needed 
as between one year and another in order to preserve a balance be- 
tween total income and expenditure will need to be made through 
minor modifications from year to year in the price to be charged 
for milk sold into the ordinary lgquid milk market. 

It is, however, essential to contemplate also the more important 
adjustments necessary if grants made by the Government were 
insufficient both to finance a scheme for cheapening supples to 
selected classes of consumers and also to relieve the liquid milk 
market of the whole burden of the remaining surplus. If the grant 
were insufficient for these two purposes, it would seem that in equity 
it should be directed first to relieving ordinary liquid milk prices 
of the burden they now bear in respect of milk surplus to the 
requirements of the liquid market and its reserve. As a matter of 
social policy, however, it might still be desired to allocate a specific 
part to the cheapening of supplies to special classes, even though 
that might mean that ordinary consumers would not receive full 
relief from their present burden. Another possible course would 
be to reduce the total output of milk by reducing producers’ prices ; 
but we have already expressed the opinion that, for the present, 
the current volume of production should be substantially maintained. 

Interdependence of prices.—In this outline of the manner in 
which the wholesale selling prices for liquid milk would be fixed, 
we have endeavoured to set forth as simply as possible the prin- 
ciples which should underlie the price structure. It is apparent, 
however, that there will be many points to be borne in mind in 
putting these principles into practice. Clearly it will not be possible 
for the individual items of income and expenditure to be considered 
in isolation, because of the repercussions of each upon the others. 

In determining the ordinary wholesale price of liquid milk, for 
example, it will be necessary to remember that the price fixed 
will affect the quantity sold and will thus affect the quantity remain- 
ing to be disposed of at manufacturing prices. Some estimate will, 
therefore, have to be made of the effects of price changes on the 
demand for liquid milk. Similarly, in working out the details 
of any plan for the supply of milk to special classes of consumers 
at reduced prices, it will be necessary to have regard to the sum 
set aside for this purpose: for if the plan were wider in scope than 
could be covered by the available funds, the effect would be to 
raise the level of ordinary liquid milk wholesale prices, and thus 
of retail prices to ordinary consumers. 

Need for a reserve or a guarantee fund.—Because of the con- 
ditional nature of the estimates that will have to be made, it may 
be desirable during the first year or two to fix the ordinary whole- 
sale buying price of liquid milk at a level calculated to provide a 
reserve of income. It is unlikely that the total output of milk 
resulting from the producers’ prices offered in any year will cor- 
respond exactly with the estimate; and it will be impossible to 
be precise as to the effects of price changes upon demand in the 
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two markets for liquid milk. As time goes on, however, it should 
be possible to predict the effects of changes in both producers’ prices 
and buying prices with increasing accuracy. It is interesting to 
note in this connection that the English Board—and probably the 
other Boards also—have, in fact, been able to make very close 
estimates of the future levels of pool prices. If, however, the 
Government were prepared to guarantee any temporary overdraft, 
or alternatively if a satisfactory reserve had been accumulated, the 
position of producers would be fully secured and the possibility of 
a deficit on the working of a single year would not be a matter 
of great importance. Any reserve built up from the proceeds of 
sales of milk would not be available to the Boards for use as they 
thought fit, but would be reserved for the specific purpose of 
meeting any deficit that might arise in future years. 


Differentiation of buying prices.—In England and Wales de- 
livered wholesale prices for liquid milk have been uniform for all 
regions since the first vear of the scheme. In Scotland the 
regional system does not at present exist in the same form as in 
England and Wales, but there have been differences in the levels of 
buying prices in the different scheme areas. Further, the prices 
payable under the main Scottish scheme for depot milk which 
goes into liquid consumption have not been subject to a deduction 
representing the cost of transporting that milk to consuming centres. 


We recommend that the price payable by wholesale buyers of 
liquid milk should be a delivered price, that is, that the price 
payable should represent the value of the milk delivered at the 
centre in which it is to be consumed. It is anomalous, when dis- 
tributors do not as a rule bear transport charges from producing 
areas to consuming centres on milk consigned direct, that they 
should be required to pay a part of such charges on milk required 
by the liquid market which is consigned through depots. If, how- 
ever, producers are to pay for the transport of milk from depots, it 
is important that only suitably situated premises should be ap- 
proved for the country assembly of liquid milk. 


We recommend that there should be power to differentiate 
between the prescribed wholesale prices for buyers in different 
regions, in order to permit of a variation in the retail price as 
between regions near to large consuming centres and those more 
remote. If the prices fixed are not the same in each region or 
scheme area, it will probably be necessary to provide that milk 
passing from one region to another shall be sold either at the price 
appropriate to the region in which it is produced or at the price 
appropriate to the region to which it is consigned, whichever is 
the higher. 


There should also be power to fix different wholesale prices to 
buyers for the different grades of milk. The Boards should make 
every effort to secure that milk of the higher grades is used for 
liquid consumption and not for manufacture. 
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Buyers who require level delivery services should, in all cases, 
pay to the Board the appropriate premium set out in the contract, 
although the premium should only be credited to the producer 
concerned if he, and not the Board, is in fact providing the service. 
Premiums for other special services should be payable on such 
terms aS may be agreed upon by the parties in each instance. 


(ii) Manufacturing Milk Prices. 


It is clearly important in fixing prices for manufacturing milk 
to prevent the possibility of giving unfair competitive advantages 
to manufacturers in England and Wales or to those in Scotland. 
That does not necessarily mean that the prices for milk to be 
manufactured into any given commodity should at all times be 
uniform throughout Great Britain, for there may be unavoidable 
differences in other items of cost. We think it is essential, however, 
that final decisions in the fixing of these prices, or of the formulae 
by which they are determined, should be in the hands of one body, 
which should take into account all the relevant factors in relation 
to the whole country. 


The “ realisation value ’’ system of fixing the prices of manu- 
facturing milk meets, in principle, the needs of the manufacturing 
market. It is also effective in securing the maximum returns from 
the sale of milk not consumed in liquid form. We accordingly 
recommend that the present system of delivered prices fixed accord- 
ing to the realisation value should continue, though there are 
certain respects in which it might be modified with advantage. 


Approximation to actual realisation values.—It is desirable that 
prices which are intended to be realisation prices should be closely 
related to the value of the particular products into which the milk 
is to be manufactured: If; for example, the price of milk for 
manufacture into butter and other commodities is related to the 
price of cheese, a departure from the principle of realisation values 
occurs which may be important in its effects on milk prices. 


In general, we recommend that the principle of determining the 
prices to be paid for manufacturing milk on a formula basis should 
be adopted wherever possible and that separate formulae should be 
provided for different commodities, but it would obviously not be 
practicable for us to attempt to lay down formulae. Where the 
market supply of a product is mainly imported, so that the market 
is largely governed by the prices of imports, it will probably be 
necessary to continue to relate the realisation value of milk used 
in making that product to the price of the imported supply; but 
in that event special weight should be given to that portion of the 
imported supply which is most nearly comparable in quality and 
price with the home-manufactured product. With some products, 
however, it may become possible to fix realisation values in direct 
relation to the prices of home-manufactured products, or at least 
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to take those prices into consideration in fixing realisation values. 
Last year the main Scottish Board introduced a system whereby the 
prices of milk for butter and cheese were determined by reference 
to the prices realised for butter and cheese of the Board’s own 
manufacture. This has the advantage of creating an incentive 
for both the Boards and competing manufacturers to strive after 
the maximum of efficiency ; but it would not be desirable to apply 
the system, or even to give much weight to the prices realised 
by products of the Boards’ own manufacture, except for commodities 
which are manufactured by the Boards on a large scale. Even if 
the formula basis is adopted as a general rule in the fixation of 
manufacturing milk prices, there will no doubt remain some com- 
modities for which the milk prices will have to be fixed without 
reference to any formula. 

As a general rule the value of milk for manufacture varies 
according to its butter-fat content. It would therefore be in con- 
formity with the “‘ realisation value ’’ principle that, where practic- 
able, the prices of manufacturing milk should be related to milk 
containing a prescribed percentage of butter-fat and that additions 
to and deductions from that price should be made for higher 
or lower percentages. ‘There are, however, obstacles to the full 
application of this principle; for example, a large proportion of 
milk is manufactured in depots which are also supplying the liquid 
milk market and in which, therefore, it is difficult to distinguish 
the milk to be used for manufacture from that to be used for liquid 
consumption. If the administrative difficulties can be overcome, 
we think it desirable that the price of manufacturing milk should 
vary with its butter-fat content. 


Period of fixation of prices.—At the present time some manufac- 
turing milk prices are fixed from month to month and others for 
the whole of a contract period. The chief advantage of the latter 
practice is that it helps to ensure some stability of returns from 
the sale of manufacturing milk. But this stability can only be 
secured with fairness to all the parties concerned if the prices of 
the manufactured products are also relatively stable; otherwise a 
contract to buy over an extended period at a fixed price is, in 
effect, a gamble by both the manufacturer and the Board on the 
future level of the prices of the manufactured products. It has also 
been suggested to us that the publication of manufacturing milk 
prices for a long period in advance assists importers of milk products 
by informing them as to the prices at which they will be able to sell 
in competition with home products and that the fixation of prices 
at shorter intervals would reduce any disability from which the 
home manufacturer may suffer in this respect. A further step 
in the direction of securing actual realisation value prices would 
be taken if the prices were normally fixed for monthly periods. 


Differential profits on manufacture.—It will be apparent that, 
with a closer approach to actual realisation values, the normal risks 
incidental to a manufacturer’s business will be reduced, and it is 
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reasonable, therefore, that in allowing for the rate of profit to the 
manufacturer this fact should be taken into account. But it is 
not necessary that the realisation prices of milk for manufacture 
into different commodities should all be assessed to give equal rates 
of profit to the manufacturers. ‘The Boards are not only concerned 
to see that the price of milk used in the manufacture of each 
particular product is as high as that product will bear ; they are also 
concerned to ensure that as much milk as possible is used in the 
manufacture of products returning the highest milk prices. In 
order to encourage the increased manufacture of those products 
which return the highest prices for the milk used in them, we 
recommend that, in fixing prices or price formulae, it should be 
arranged that the price charged for milk made into such products 
as cream, which give the greatest return to the Boards, should also 
allow the greatest margin of profit to the manufacturers. It follows 
that the Boards must be free to direct the flow of milk in such a 
way as to secure the highest returns. 


(iii) Retail Liquid Milk Prices, 

The main questions for consideration in relation to retail milk 
prices, and thus to distributive margins, are whether these prices 
should be fixed at definite levels, or should be controlled in some 
measure by the fixation of minimum or maximum figures, or should 
be left to be determined by competition. We have discussed in 
Chapter 21 the general issues involved: and the recommendations 


made in the following paragraphs follow from the considerations 
there set forth. 


No general control of retail prices.—We are of opinion that the 
experience of the last two years has shown that the advantages 
of fixing minimum retail prices at a level high enough to give 
rigid protection to the trade are outweighed by its disadvantages. 
Subject to the proviso that all distributors, including producer- 
retailers, should comply with whatever minimum conditions are 
thought to be necessary to protect the public health, the choice 
between relatively cheap milk with a simple distributive service 
and dearer milk with a more elaborate service should rest with 
consumers. 


We recommend, therefore, that neither minimum, maximum 
nor standard retail milk prices should be fixed for the country as 
a whole. We believe that, as a general rule, price-cutting will 
not be a serious problem, since all distributors buying within any 
region will have to buy at the fixed wholesale prices; and, on the 
other hand, that the force of competition can be relied upon to 
prevent retail prices from rising too high. Except in certain areas, 
usually large towns, the distribution of milk has been a highly 
competitive trade. In most districts there will be found private 
firms, co-operative societies and producer-retailers competing for 
the available custom. Where this competition is a real force and 
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is not held in check by overt or tacit agreements, it may be relied 
upon to prevent retail prices from rising above a level which, under 
existing conditions, provides the more efficient firms with a sufficient 
margin. 


Maximum prices where necessary.—It is possible that in some 
areas, particularly urban areas in which large firms predominate, 
there may be a sufficient element of monopoly or of unanimity 
among the distributors to prevent a reduction in retail prices cor- 
responding to any reduction in the wholesale price. ‘To meet this 
difficulty, we think that there should be power to fix maximum 
retail prices in any area in which it seems that such action is 
desirable in the public interest. 


Where maximum retail prices are fixed, we suggest that they 
should be enforced through the terms of the contracts or, in the 
case of producer-retailers, through the conditions of licence. It 
might be made a term of all contracts and licences that the buyer 
should observe any prescriptions as to maximum prices, even though 
they were made subsequent to the approval of the contract or the 
issue of the licence. If, however, this were considered too onerous, 
provision might be made for prescriptions as to maximum prices 
not to come into operation until the beginning of the next contract 
period, when contracts and licences could contain the new con- 
ditions. The disadvantage of the second alternative is that it might, 
in some instances, allow distributors to secure unduly high prices 
for several months. 


Safeguards against price-cutting.—The fixed wholesale buying 
prices will prevent that kind of undercutting which, in pre-scheme 
days, arose from the fact that some distributors were able to obtain 
their supplies at prices lower than those inserted in the various 
collective agreements. It is recognised, however, that although long 
continued price-cutting may result in loss, yet it may be undertaken 
for a limited period in order to build up a connection, with the in- 
tention of reverting to the normal price once the connection has 
been secured. This kind of intermittent price-cutting is most 
likely to come from new entrants to the trade, and we suggest 
that established traders might be given a measure of protection 
by providing that, in the ordinary course, new producer-retailer 
licences should be issued to become operative only in the early part 
of the contract year, say in October and November, and similarly 
that new distributors should normally be allowed to make contracts 
only in the early part of each year. There should, however, be 
provision for special cases to be dealt with by the Boards on their 
merits. The object of this procedure would be to prevent the 
incursion of new retailers during the flush season except where there 
was a definite need of new facilities, and the necessary adminis- 
trative safeguards should be applied to ensure that this purpose is 
achieved. We contemplate that the Board would not withhold 
either licences from new producer-retailers or contracts from new 
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distributors where, for example, the opening up of new residential 
areas created a new retail demand. 


It is true that retailers could still enter the trade intertnithondly 
with milk bought from wholesalers, but such traders are unlikely 
to be a serious source of price-cutting, because many wholesalers 
would refuse to sell to those known to be cutting prices and also 
because the margin into which they could cut would be confined 
to the retail margin. The suggested limitation of the issue of 
licences or contracts to new retailers to one period of the year 
only would not give absolute protection, though we think it would 
provide an effective check, against intermittent price-cutting. 


(iv) Effects of Proposals. 


Consumers of liquid milk.—The most important result of our 
proposals in regard to milk buying prices will be that, in so far as 
the Government provide the funds necessary to bear the loss on the 
sale of surplus manufacturing milk, liquid milk prices will be re- 
lieved of this burden and it will be possible to reduce the price to 
consumers correspondingly. The reduction on this account would 
not be large, but it should enable the retail price to be reduced 
immediately by 4d. per gallon for three of the present high-priceé 
months. 

We have no doubt that the freeing of retail prices will also 
contribute towards a reduction in retail prices in many districts and 
more particularly in rural areas. 


Hospitals and other institutions.—The relief of the liquid milk 
market from the onus of the loss on manufacturing milk will also 
remove what we consider to be a legitimate grievance of hospitals 
and other institutions which take a large and regular supply of 
liquid milk. Any reduction in the prices charged to these organisa- 
tions additional to that which would follow as a result of our 
proposals could, in our view, be based only on social grounds, 
and if any further reduction is made the cost should be borne by 
the State. 


Distributors.—The lower wholesale prices that will be charged 
for liquid milk will conduce to some increase in the consumption 
of milk and should, therefore, be advantageous to the distributive in- 
dustry. ‘The freeing of retail prices from control will re-open the 
way to reasonable competition between distributors, in which 
prices as well as services will play their part. 


Co-operative dividends.—Incidentally, the removal of price restric- 
tions will overcome the difficulty that has arisen in the matter of the 
dividends paid by co-operative societies. Under the present arrange- 
ments, although the minimum retail price is fixed, co-operative 
societies are able to repay part of the price to their members in 
their dividends. In England and Wales other distributors are 
allowed to pay rebates on the same terms as, but not larger in 
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amount than, the co-operative societies, and in Scotland the posi- 
tion is much the same; under all the schemes the initiative is thus 
left to the co-operative societies. It is not the function of the 
schemes to favour either private or co-operative methods of trading. 
If the fixing of minimum retail prices is discontinued, the impression 
that the terms of the Boards’ contracts favour the co-operative 
societies at the expense of the private trader wil! be removed. 


(Manufacturers.—Our proposals with regard to the fixing of manu- 
facturing milk prices are designed to enable manufacturers to carry 
on their businesses in so far as they are necessary to the disposal 
of milk surplus to the liquid milk market. At the same time they 
are intended to ensure that the maximum returns are received for 
milk used for manufacture. 


CHAPTER 26.—THE PERMANENT MILK COMMISSION 
AND ITS FUNCTIONS. 


(i) The Need for an Independent Body. 


The system of fixing producers’ prices and buying prices for milk 
that we have recommended requires at every point the exercise 
of impartial judgment. We have expressed, in Chapter 20, the 
view that the determination of buying prices should no longer 
remain solely in the hands of the producers’ Boards. If our pro- 
posals are acted upon, however, the whole basis of price fixing 
willbe altered, and an independent price-fixing authority will 
become indispensable. Producers’ prices will no longer be arrived 
at by pooling the receipts from the sale of milk at the best prices 
that can be obtained by negotiation. It is an essential part of 
the plan that they should be fixed in advance at levels calculated 
to secure that volume of production which is required for the pur- 
poses described on page 219; and the determination of this 
volume of production will form part of the larger process of planning 
a production and sales policy for the milk industry, in which a 
number of different interests will have to be carefully balanced. 
An independent authority is, therefore, needed for two purposes : 
first, to formulate a policy, or at least to work out the details of 
any policy outlined by the Government ; secondly, to fix prices that 
are calculated to give effect to the policy determined upon. ‘The 
whole plan would be seriously endangered if the fixing of prices 
were left to any body that was capable of being swayed by sectional 
interests, and more especially so if that body represented those who 
would stand to benefit by fixing either quantities or prices at an 
unduly high level. 

Independence of judgment is hardly less necessary in the deter- 
mination of regional and seasonal price variations and the amounts 
of quality premiums. ‘These matters will affect different groups of 
producers in various, and sometimes opposite, ways. It is clear, 
therefore, that adjustments involving the interests of these different 
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groups will call for impartial and dispassionate examination of 
conflicting claims if justice is to be done to all concerned. It is 
also very desirable that even the suspicion of partiality should be 
avoided. So long as such decisions rest with producers’ Boards, 
minority groups are likely to fear that their claims are not given 
fair consideration, but that the decisions reached depend more upon 
the relative strengths of the interested parties than upon the merits 
of the case. If, however, the decisions rested with an independent 
body to which all the facts and all the arguments were available, 
those decisions would be freed from suspicion of this kind; and as 
a result, we believe, they would be accepted with a better grace 
than those of a producers’ Board and consequently that needless 
friction would be avoided. 


Further, if buying prices for milk are to be fixed as we have 
recommended, the process of fixing them will no longer be one 
of bargaining; instead they will be assessed in accordance with a 
general policy and on the basis of the best information available. 
It is essential that the price-fixing should be done fairly and reason- 
ably; but it is also important that buying prices should not even 
have the appearance of. being fixed by one party and imposed upon 
the other. 


Finally, we have suggested that a substantial annual sum should 
be provided by the State to be used for the stimulation of liquid 
milk consumption. Although we have given a general indication of 
the principal objects on which, in our view, this money should 
be spent, the details of its allocation will require careful and con- 
stant consideration. The precise uses to which the fund is put 
will affect both prices and the volume of production. There would 
_ be very strong objection to entrusting its disbursement to any 
organisation that represented only a section of the industry, however 
important that section might be. ‘The body responsible for this 
task must be independent and disinterested. 


These considerations together constitute, in our opinion, an over- 
whelming case for the appointment of an independent body which 
should be responsible for guiding production policy and for ensuring 
that the prices fixed are such as will promote the policy decided 
upon. We believe, however, that the usefulness of such a body 
should extend much further. The well-being of the industry 
depends largely upon the successful co-ordination of the various 
groups comprised within it. In the past too much stress has 
unfortunately been placed upon divergences of interests and too 
little upon their community. We believe that a suitable per- 
manent body should be of great value as the nucleus of their 
co-ordination. Further, it should become the central authority on 
all matters relating to milk, responsible for advising the Government 
on problems within its purview and, in collaboration with the 
parties concerned, for implementing Government policy in regard 
to milk, for increasing liquid milk consumption and for promoting 
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improvements in the various branches of the industry. We accord- 
ingly recommend the establishment of a permanent Milk Com- 
mission which should be entrusted with these duties. 


(ii) The Functions of the Milk Commission. 


It will be necessary to describe in a little more detail the principal 
functions that we propose should be undertaken by the permanent 
Commission. . 


Prices and production policy.—An important task that will fall 
regularly to the Commission will be that of fixing the prices to be 
paid to producers and those to be paid by buyers to the Boards. 
In the last two Chapters we have sought to show the mutual inter- 
dependence of prices and production policy. At the outset the 
Commission will no doubt bear in mind the desirability of avoiding 
undue disturbance either to the producing industry generally, or 
to sections of the producing industry, or to the trades concerned. 
It will therefore start by fixing producers’ prices, including regional, 
seasonal and other variations in those prices, at such amounts as © 
will be designed substantially to preserve the present balance of 
interests. 


We envisage, however, that the Commission will, before long, 
begin to shape its policy so as to bring about by gradual steps 
such changes as seem to be desirable. It will keep always in view 
the ultimate aim of securing the most economical production of the 
country’s milk requirements. While it will aim at increasing the 
consumption of liquid milk and at maintaining the production of 
whatever volume of surplus manufacturing milk the Government 
may decide to subsidise, we suggest that it should seek to avoid 
any increase in production which would involve losses falling upon 
the liquid milk market. 


In applying the principles that we have described, it is important 
that all the available knowledge and experience of the industry 
should be at the service of the Commission and that no aspect nor 
interest should be neglected. We suggest, therefore, that the pro- 
ducers’ Boards should be asked to prepare, in advance of each 
contract period, reports on the results of the prices and conditions 
prescribed in the previous year, with complete statistics of sales and 
production ; and also proposals as to prices and contract terms for 
the following year, together with reasons in support of the proposals 
and an estimate of the results expected from them. The Com- 
mission should also invite organisations of distributors and manu- 
facturers, either separately or together as the Commission might 
think fit, to render reports on the last year’s working and proposals 
for the following year. If it so wished it could meet the Boards 
and the buyers, either separately or together, in order to elucidate 
the position or to discuss particular points. The Commission should 
consider these reports and proposals and the amount of subsidy 
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likely to be available and, in the hght of all the circumstances, 
should then fix the prices and contract terms to be prescribed by the 


_ Boards. 


In view of the nature and constitution of the Commission (de- 
scribed later in this Chapter) we think it unnecessary and undesir- 
able to provide for any appeal against its decisions. ‘Those decisions 
will be reached in full consultation with both the Boards and the 
buyers and with due regard to consumers’ interests ; and, in general, 
the Commission may expect to carry all interests with it. But if in 
any particular instance it failed to do so, the Commission, by 
reason of its exceptional knowledge of the facts coupled with its 
independence, would still be the most suitable body to make the 
final decision. We propose, therefore, that in the legislation which 
will be necessary to give effect to our recommendations, a statutory 
requirement should be imposed upon the Boards to implement the 
Commission’s findings on matters relating to prices and conditions 
of contract. ’ 

It is an important implication of these proposals that the ultimate 
responsibility for balancing the income from the sale of milk and 
from State grants with the expenditure in paying the fixed prices 
to producers must rest with the Commission, not with the Boards. 
This transter of responsibility is the logical outcome of the intro- 
duction of an independent element in the fixation of prices. In 
consequence it will be the duty of the Commission, with the assist- 
ance of the Boards, to ensure by means of the reserves or the 
Government guarantees mentioned on page 231 that each year’s 
commitments can be met. 

The Commission would not normally attempt to control retail 
prices, but if it should become necessary to fix maximum retail 
prices in any area the Commission would of course consult the 
appropriate distributors’ organisation, as well as the Board through 
whose contract the maximum price would be enforced. 


Administration of Government grants.—We have suggested in 
Chapter 23 that a substantial annual grant should be made avail- 
able out of public funds for two general objects, namely, the 
cheapening of milk to special classes of consumers and the relief of 
consumers generally from the burden of surplus milk. 

One of the functions of the Commission would be to arrange for 
the wise spending of any such money, subject, of course, to any con- 
ditions that might be imposed by Parliament. It is possible, for 
example, that Parliament might wish to provide that a specified 
proportion of the grant should be devoted to one or other of the 
general objects mentioned above, or that some prescribed method 
should be used in allocating the grant between England and Wales, 
Scotland and Northern Ireland. There might, however, be some 
disadvantages in apportioning the annual grant for a number of 
years ahead. We think it would be preferable that the sub-division 
of State grants should be left in the hands of the Commission, 
subject to the public safeguards we suggest later. But in any 
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case reasonable latitude should be allowed to the Commission in 
regard to the spending of the money. 


Although we have argued the case for State assistance on certain 
specific grounds, we have in mind other services on which some 
part of the money might be used to the advantage of the consuming 
public and the industry. Publicity and research for the benefit of 
all branches of the industry are examples in point, and there are 
other activities also—such as systems of recording designed to 
improve the efficiency of production—that the Commission might . 
wish to aid out of the funds at its disposal. Within reasonable 
limits, it should be at liberty to do so. 


_ We suggest that, if at any time further State monies are pro- 
vided for additional assistance to the milk industry, including the 
encouragement of the consumption of liquid milk, they should be 
administered by the Commission. In that way wasteful duplication 
of effort and expense would be avoided. 


Development of the industry.—A further important duty of the 
Commission will be to assist in initiating and in co-ordinating plans 
to promote the progress of the industry. ‘The Commission should — 
endeavour, in co-operation with the several interests concerned, to 
stimulate a greatly increased consumption of liquid milk; to find 
means of reducing the costs of production and distribution ; to raise 
the quality of milk; to increase the efficiency of manufacture ; and 
to seek solutions for thé various difficulties that are bound to arise 
between interests. In all such matters the Commission would 
naturally work, as far as possible, with and through the appropriate 
organisations of producers, distributors and manufacturers ; and it 
would make full use also of the experience of other bodies, such as 
the National Milk Publicity Council in regard to propaganda to 
increase milk consumption, and the Central Council of Milk Record- 
ing Societies in relation to certain aspects of production improve- 
ment. 

We deal subsequently (Chapter 28) in some detail with the 
subject of co-ordination in its various aspects and also offer some 
suggestions (Chapter 29) as to the type of problems that will require 
the consideration of the Commission and the industry in the develop- 
ment of long-term policy. 


Reports and advice to Government.—It should be the statutory 
duty of the Commission to make to the Ministers by whom it is 
appointed annual reports on its activities and on the condition of 
the milk industry generally ; and these reports should be presented 
to Parliament and published. The Commission should also submit 
to the Ministers annual estimates showing, in advance, its inten- 
tions as to the allocation of the State funds to be administered 
by it. 

The Commission should, further, be free to make such repre- 
sentations to the Government as it thought fit on any of the matters 
coming within its purview; and it should be available to furnish 
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advice or special reports on matters connected with the milk in- 
dustry as the Ministers may from time to time request. The 
over-riding control of milk policy, as of every phase of national 
policy, must, of course, remain with the Government and Parlia- 
ment, and it will naturally be the Commission’s duty to implement 
the Government’s instructions on any matter falling within its 
province. ‘The establishment of the permanent Commission will 
thus in no way encroach on the Government’s ultimate respon- 
sibility ; but the Commission will be a source of informed and 
disinterested advice upon which the Government can draw for the 
material needed in making their decisions. 


(iii) The Constitution of the Milk Commission. 

We propose that the Commission should consist of a Chairman 
and four other members appointed jointly by the Minister of 
Agriculture and Fisheries and the Secretary of State for Scotland 
after consultation with the Secretary of State for Home Affairs, 
representing agricultural interests in Northern Ireland, and the 
President of the Board of Trade and the Minister of Health, repre- 
senting the interests of distributors, manufacturers and consumers. 
The term of office of the members should ordinarily be five years, 
but in order to secure continuity, it might be arranged that two 
of the original members should retire after three years, two after 
four years, and that thereafter members should retire on the 
completion of five years in office. ‘They would, however, be 
eligible for re-appointment. 

It is obviously of very great importance that the Commission 
should be composed of persons of exceptional talent and experience. 
It would not be desirable to lay down any hard-and-fast rules as 
to the qualifications for membership, but it appears that those who 
show conspicuous ability in finance, industry, commerce, or admin- 
istration in the widest sense, would furnish the type required. 

We envisage the proposed Commission as a body which, un- 
like either a Committee of Investigation, or the ‘‘ Appointed 
Persons ’’ under the English scheme, or the ‘‘ consultant ’’ under 
the main Scottish scheme, will be in constant touch with the 
organisations of producers, distributors and manufacturers. It will 
not merely be brought in to hear the parties to a case after a 
deadlock has been reached and to attempt at that stage to find 
solutions for their difficulties. It will, no doubt, arrange to be 
furnished regularly with current statistics and other relevant in- 
formation bearing upon every aspect of the industry, and these 
will be collated and examined by its own secretariat. At any 
moment the Commission will thus be in a position to give informed 
attention to any milk problem that may present itself. 

If the Commission is to function in this manner it seems probable 
that the greater part of the Chairman’s time and a large pro- 
portion of the other members’ time will be occupied on the Com- 
mission’s business. ‘Their remuneration should be fixed with due 
regard to the heavy responsibilities that will rest upon them. 
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The administrative expenses of the Commission, including the 
salaries of the Chairman and members and of the staff, should be 
borne either as a first charge upon the Government fund which 
it will administer or as a separate item of the vote of the Ministry 
of Agriculture and Fisheries. In order to preserve the independent 
character of the Commission, the cost should not be met out of 
levies on the industry. The staff and accommodation required 
for the Commission would not be large; but it is essential that the 
senior officials should be thoroughly competent persons, each well 
qualified for his respective task, and their salaries should be 
commensurate with these requirements. 

The decisions of the Commission will be the results of calcula- 
tions and estimations based on facts and directed to implement a 
definite practical policy. For this purpose the Commission will 
naturally require the fullest possible knowledge of all the factors 
involved. There is little doubt, we think, that both the producers’ 
Boards and the organisations representative of the other sides of 
the industry will be ready to co-operate to the full in assisting the 
Commission. To make the position perfectly clear, however, we 
suggest that provision should be made for the records and statistics — 
of the milk Boards (and of the secondary products Board, if 
such a Board is set up) to be available to the Commission, who 
should also be empowered to require the Boards to collect and 
furnish any necessary additional information which falls within 
their province: and that, in respect of information required from 
other persons or organisations, the powers of the Commission should 
be similar to those of an Agricultural Marketing Reorganisation 
Commission; that is to say, the provisions of the Tribunals of 
Inquiry (Evidence) Act, 1921, might be invoked on its behalf by 
order of the Ministers by whom it is appointed. 


(iv) Relations with other Organisations and Interests. 


Relations with producers and producers’ Boards.—The Commis- 
sion would have no direct relations with individual producers, but 
would leave to the marketing Boards administrative action in all 
matters involving producers. In these matters the Commission 
would, with the assistance of the Boards, be responsible for directing 
major policy and deciding questions affecting other interests, while 
the Boards would discharge all executive functions. For example, 
as described above, the Commission would determine prices, but 
the legal force of the determinations would depend, as at present, 
on formal prescription by the Boards, whose duty it would con- 
tinue to be to enforce the observation of the price and other terms 
of the contract. The control of registered producers by the Boards 
would remain on the same basis as under the present marketing 
schemes. 


We have already expressed our belief that the milk marketing 
Boards will co-operate with the Commission in the most helpful 
manner. Producers would know that the Commission’s decisions 
had been reached after careful and disinterested consideration of 
all the relevant factors, including the case presented by their own 
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representatives ; and in the event of any disagreement there could 
be little doubt as to whether public opinion would accept the 
decisions of an independent tribunal or of an interested party. We 
have therefore proposed that the findings of the Commission in 
regard to prices and contract terms should be binding upon the 
Boards. We further recommend that ‘‘ the Minister ’’ should have 
the same general power to give directions to a Board, or to amend 
or to revoke a scheme, in consequence of a report from the Com- 
mission as he has to take such action upon a report from a Com- 
mittee of Investigation. 


Relations with distributors and manufacturers.—The Commission 
would keep in close touch with the representative organisations of 
distributors and manufacturers, not only during the discussions 
preceding the fixing of prices, but at all times, and would endeavour 
to make full use of the specialised knowledge and experience of the 
leaders of the trade. The Commission would consult with the 
representatives of distributors and manufacturers in formulating 
any proposals for promoting improvements in wholesale or retail 
distributive organisation or in the disposal of by-products. 

The statutory preliminaries to the establishment of a Milk 
Products Marketing Board for Great Britain under the Agricultural 
Marketing Acts have already reached an advanced stage. If such 
a body is set up, it will naturally become the organisation with 
which the Commission will deal on matters affecting manufacturers. 
There is, however, no power under existing legislation for dis- 
tributors to set up a statutory board on similar lines. In England, 
therefore, the organisation for distributors would probably continue 
to be the Central Milk Distributive Committee, which at present 
represents all wholesale buyers of milk in consultations with the 
Board. In the main area of Scotland the separate interests are 
each represented by a sub-committee of the Permanent Joint 
Committee set up under the scheme, and these, with such modifi- 
cations as may be necessary in consequence of structural changes 
in the schemes, would be suitable bodies to advise the Commission. 

In the event of a milk products Board being constituted, it would 
be possible for it, jointly with the milk marketing Boards, to set 
_ up a development board for the milk industry, provided that ‘‘ the 
Minister ’’ was prepared to issue an Order under Section 7 of the 
Agricultural Marketing Act, 1933, specifying that Part II of that 
Act shall apply to milk products. A development scheme may 
enable the board to exercise any power of a constituent marketing 
board in connection with the regulation of sales. Thus in the 
ordinary way a development board could presumably be empowered 
to exercise the powers of the milk marketing Boards to fix milk 
prices, notwithstanding that the development board was repre- 
sentative of producers and manufacturers only, and not of all sections. 
of the industry. The need for such a board would be reduced by 
the existence of the proposed Milk Commission ; but in the event 
of a development board being constituted, it should be made plain 
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that the determination of milk prices must remain with the Com- 
mission. 

We do not propose that the Commission should at present have 
statutory power itself to enforce any decision on distributors or 
manufacturers. Decisions as to prices and conditions of contract 
will be effective without further statutory sanctions, since the terms 
approved by the Commission will govern sales, and thus purchases. 
In other matters it will be desirable that the Commission and the 
sectional organisations should develop their proposals and in due 
course apply to the Government for any legislative measures that 
may be necessary to carry them into effect. 


Relations with the Committees of Investigation and Con- 
sumers’ Committees —We have recommended that the de- 
cisions of the Commission should not be subject to review save 
by the responsible Ministers and Parliament. It seems to us that 
there is nothing to be gained by providing for the Commission’s 
decisions to be brought before any other tribunal. The Commission 
and its staff will be constantly in touch with all phases of the 
milk industry and will be fully informed on all points. The 
Commission will consist of independent and disinterested persons ; 
no other body could claim greater impartiality, and none could 
possess the same intimate knowledge of the subject. The Com- 
mission will not in any way be an arbitrary or uncontrolled authority. 
It will only work within the limits of its statutory powers, and 
the contracts which it will approve and which the Boards will 
prescribe will, of course, continue to be subject to the interpreta- 
tion of the Courts. 

It would follow that the powers of Committees of Investigation 
to inquire into complaints against the operation of schemes would 
not extend to matters arising out of decisions of the Commission. 
In consequence there would be no occasion for direct contact between 
those Committees and the Commission over such matters. The 
powers of the Committees would remain intact in relation to 
complaints against all other actions of the Boards, but it is hoped 
that the influence of the Commission would be sufficient to prevent 
serious grounds for complaint. ‘The same general considerations 
would, of course, apply in relation to the Consumers’ Committees, 
but without impeding the latter in any investigations into the effects 
of the agricultural marketing schemes, including the milk marketing 
schemes, upon consumers. 


CHAPTER 27.—THE PRODUCERS’ BOARDS: THEIR 
FUNCTIONS, AREAS AND CONSTITUTION. 


The proposal to set up an independent Milk Commission to co- 
ordinate policy in the milk industry and to exercise certain statutory 
powers in the public interest will involve some modification of the 
present functions of producers’ Boards. We believe, however, that 
in the short time during which the Boards have been in existence 
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they have succeeded in carrying out tremendous tasks of organisation 
and administration in a manner that reflects the greatest credit upon 
them. We think, therefore, that changes in form and practice 
should be made only where it is evident either that they are conse- 
quential upon other proposed changes or that some improvement 
can be made without disturbing the present general structure. 


(i) The Functions of Producers’ Boards. 


With the establishment of the permanent Milk Commission, 
the producers’ Boards must continue to play an active and important 
part in the organisation of milk marketing. The transference to the 
Commission of certain duties for which an elected board is not 
primarily suited should enable the Boards to devote greater attention 
to other more constructive activities for which their constitution 
makes them the obviously appropriate bodies. 


Executive and administrative duties.—In the first place, the 
general executive functions which form a highly important part of 
the Boards’ present activities will remain practically untouched by 
the changes which we recommend. The Boards will continue to 
carry out all the work in connection with such matters as the regis- 
tration of producers, the licensing of producer-retailers and the 
examination and registration of contracts, together with the conse- 
quential business of enforcing the regulations and contracts, 
collecting payments from buyers and paying the guaranteed prices 
to producers. An important function of the Boards will be to 
operate the proposed system of pooled transport charges and, 
in connection with this, to reduce transport costs as far as possible. 
It is essential for this purpose, and also for that of ensuring the 
most economic utilisation of milk, that the Boards should be able 
to determine the destination of supplies. 


In conjunction with this executive work, the Boards will collect 
and prepare the statistical and general information which will guide 
them in arriving at their own decisions and proposals and which 
will also be of prime importance to the Commission. ‘This mforma- 
tion should enable each Board to present an accurate and clear 
report on the past year’s working and to make reliable estimates 
as to the effects of any price changes which they might suggest. 
Such information must provide the basis of any proposals as to 
production and price policy which may be presented by the Boards 
to the Commission. 


It will continue to be the duty of the Boards to keep producers 
informed generally of their obligations and their rights and to act 
for them wherever corporate action is required. ‘The Boards will 
be the representatives of their constituents, not only in consulta- 
tions with the Commission, but in such matters as negotiations with 
transport undertakings and possibly in arbitrations and law-suits 
involving matters of principle. When the Boards are relieved of 
the public responsibilities attaching to their statutory power to fix 
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prices, they will be entirely free to act in their natural capacity as 
advocates of the interests of producers. 


Preparation of policy.—We do not envisage, however, that the 
Boards should become merely executive and administrative organi- 
sations. It will still be their concern to prepare proposals on 
matters of policy and to plan in detail programmes for development. 
For example, the framing and the supervision or the actual operation 
of schemes for quality improvement, milk recording or education in 
production technique, or for special experiments in increasing 
consumption, would probably rest largely with the Boards. Subject 
to consultation with, and approval by, the Commission, they might 
establish wholesale distributive depots where existing facilities are 
insufficient ; re-arrange long-distance transport of milk; or extend 
their manufacturing activities. They might find it practicable and 
desirable to use their organisation to further the interests of pro- 
ducers in other ways in which co-operative effort would reduce costs 
or otherwise promote efficiency. There is still an enormous field 
for planned progress in which the Boards can serve the interests 
of producers. 


Financial functions.—Hach Board should possess financial 
autonomy in regard to the funds derived from the ‘‘ administrative 
levy ’? on producers. The amount of this levy will be determined by 
the Board and will thus be within the control of producers them- 
selves. It must be sufficient to cover the bare expenses of adminis- 
tering the scheme, but it might provide also for any other services or 
commitments which the Board decides to render or to undertake in 
the interests of producers. 

The Boards might, for example, wish to build up funds for the 
provision of depots or factories, or to set aside money, additional to 
any provided by the Commission, for special propaganda or research 
purposes ; and there is no reason why they should be discouraged 
from doing so, provided that other interests are suitably protected. 
Such funds would, of course, be used by the Boards for their own 
approved purposes and would not be available to meet any possible 
deficit on the income from the sale of milk. 

it has to be borne in mind, however, that the regional prices to 
producers are to be fixed with the object of implementing a pro- 
duction policy ; and a large deduction from these prices would tend 
to prevent the fulfilment of the production estimates. It is obviously 
desirable, therefore, that a Board should consult the Commission 
before undertaking any major expenditure which might seriously 
affect the level of producers’ net returns. Subject to this proviso, 
we recommend that the Boards should have entire control of the 
money raised through their levies. ‘They will be responsible to 
producers for the expenditure of the income and will thus have a 
steady incentive to economy and efficiency. 


Capital assets.—If a Board owns large capital assets, as the two 
larger Boards do at present, the question arises whether the 


249 


interests of individual producers in the capital embarked in those 
assets should not be recognised by the adoption of what is known as 
the “‘ revolving fund ’’ method of capitalisation.* This would avoid 
the inequitable situation whereunder a new producer may  auto- 
matically benefit from the use of assets accumulated from the con- 
tributions of others, without making any contribution himself. We 
are of opinion that, if the Boards consider it desirable to recognise 
the interest of individual producers in the assets of the Boards, 
recognition can best be given through the application of the “‘ revolv- 
ing fund ’’ principle. It is possible, too, that the capitalisation 
on this basis of the assets of the three Boards in Scotland might 
overcome some of the difficulties of replacing the present schemes 
by one for the whole of Scotland. 

The ‘‘ revolving fund ’’ system would, of course, only be applic- 
able to assets obtained by direct levy on producers; it would not 
be suitable for any reserve that might be acquired through annual 
surpluses arising from the sale of milk, because a reserve so acquired 
would represent a contribution by consumers to ensure stability 
and should be applied in their interests. Subject to the considera- 
tions set out above, we consider that it should be a matter for the 
discretion of individual Boards whether or not they adopt the ~ 
‘revolving fund ’’ principle for those capital assets which may 
properly be described as their own. 


(ii) Scheme Areas and Regions. 

Our terms of reference require us to consider and report on 
the extent to which, and the manner in which, organisation could 
be facilitated by closer co-cperation between marketing Boards, or 
by the amalgamation of some or all of the schemes, including any 
schemes at present under consideration. 

The four milk marketing schemes now operating in Great Britain 
cover the whole country with the exception of Moray and Banff, 
Orkney and Zetland and parts of the county of Argyll. Separate 
schemes have been prepared for Moray and Banff and for the 
outstanding parts of Argyll, but have not yet been put into operation. 

The smaller schemes.—There are several arguments which have 
been advanced in favour of retaining a number of small separate 


* Nore.—Under the “revolving fund” method of capitalisation the money 
needed for capital purposes would normally be obtained in the first instance in 
the form of a loan. This loan would be repaid over a period of, say, five years 
out of a small special levy made upon registered producers. The sum raised 
by this levy would be regarded as a debt repayable to the individual producers 
concerned at the end of the five-year period and secured on the assets of the 
Board. At regular intervals certificates would be issued to producers showing 
the amounts collected from them for this purpose and promising repayment 
five years after the date of issue. At the end of the first period of five years 
the whole of the original loan would have been repaid, and the capital invested 
would consist of the levies raised from producers over that period. The levies 
would, however, continue, and the current proceeds would be used to pay off 
the earlier certificates as they fell due. In this way the capital required 
would turn over, or © revolve,” every five years. : es 
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schemes. It has been urged that the varying conditions under 
which milk is produced in different parts of the country make 
separate schemes preferable; that a scheme suited to the more 
densely populated counties would not be appropriate to areas in 
which the population is widely scattered ; and that the headquarters 
of a large scheme cannot maintain effective touch with all parts 
of its area. 

There is, we think, no great weight in any of these arguments. 
Frovision can be made for differences in production and marketing 
conditions through difierences in the levels of regional prices under 
the system that we have described. ‘The needs of sparsely inhabited 
areas can be met by exemptions either of areas or of particular 
classes of producers or by other special provisions. Difficulties of 
an executive character can be overcome by the delegation of duties 
to regional committees. 

On the other hand, there are a number of objections to a multi- 
plicity of schemes. or example, they give rise to difficulties of 
co-ordination ; and given the same system and services, the costs 
of administration per gallon of milk are appreciably higher for 
a small scheme than for a large one. 

The fundamental argument against the continuation of a number 
of small separate schemes is, however, that there is no economic 
justification for reserving a higher-priced market for any particular 
commodity to those producers who happen to be situated close 
to that market. The real reason why producers under the two 
smaller Scottish schemes desire to retain their autonomy is ad- 
mittedly that they are thus able to secure higher net prices than 
they would expect to receive under a Great Britain or an all- 
Scotland scheme. ‘They are able to obtain these higher prices 
mainly because the Boards have no large surplus to sell at manu- 
facturing prices; and this, in turn, is due to the facts that the 
local production does not greatly exceed the local demand for liquid 
milk; that parts of the relatively small surpluses are sold into 
England at liquid milk prices; and that milk is not sent into 
these smaller scheme areas from the area of either of the larger 
schemes. It is true that the practice of selling into England dates 
from pre-scheme days; but the very existence of the two small 
Scottish schemes seems to depend upon the English Board refraining 
from retaliation. The whole position is, in fact, artificial and 
unstable. It 1s only necessary to visualise the situation that would 
be created if the principle of small separate schemes were extended 
to other parts of the country, and to other commodities, for this 
to become glaringly obvious. 

Two main principles that have actuated us in framing our recom- 
mendations are, first, that as a long-term policy production should 
be encouraged in those places where it can be undertaken most 
economically and, secondly, that producers should be protected 
against the sudden or violent disturbance of their businesses. It 
seems clear that, if the two smaller Scottish schemes are merged 
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with the main Scottish scheme, adequate protection can be given 
to producers throughout the whole area by introducing the regional 
system and making suitable differentiations in the levels of regional 
prices. 

Separate schemes for England and Wales and for Scotland.—In 
spite of certain advantages that might follow from the establish- 
ment of a single milk marketing scheme for the whole of Great 
Britain, we think that it would be inadvisable to undertake so 
large a measure of amalgamation at the present time. Many 
witnesses have emphasised the importance of maintaining local 
interest and strengthening local contacts, for it is essential that 
all producers should appreciate the problems which confront the 
Boards and that the Boards should be fully acquainted with the 
views of producers. We believe that, on balance, it is desirable 
to maintain separate milk marketing schemes for England and 
Wales and for Scotland. 

It is true that with two Boards instead of one there will be 
problems of co-ordination, but if price-fixing powers are exercised 
by a single independent body having jurisdiction in this respect 
over the whole of Great Britain, the most fruitful source of difficulty 
will be removed. We do not doubt that the administrative ad- 
vantages of a separate scheme for Scotland will, for some time to 
come at all events, justify the time and thought that will be 
needed to secure full co-operation between the Boards. 

We recommend, therefore, that separate schemes, on lines ag 
nearly analogous as possible, should operate in England and Wales 
and in the whole of Scotland respectively. If at a later stage, 
amalgamation of the two schemes should seem to be desirable, it 
will be possible for the two Boards to take the necessary action. 

Regions.—So far as England and Wales is concerned, we con- 
sider that it would be inadvisable for the present to make any 
alteration of the existing regional boundaries. It seems impossible 
for every region of considerable size to be entirely homogeneous in 
its characteristics; and so long as producers’ prices vary between 
regions, any boundary is certain to create grievances and a desire 
on the part of groups of producers to be transferred from one region 
to another. Any re-arrangement designed to meet such grievances 
might easily cause as much discontent as it would cure. While, 
however, we are of opinion that it would be inexpedient to make 
any alterations now, we recognize that changes which are taking 
place in the conditions of the agricultural industry may in time 
necessitate some changes in the regions also. 

Where Scotland is concerned, our task has been more difficult. 
It is not sufficient to take the existing scheme areas and to re- 
constitute them as regions within the single scheme. There are 
considerable areas in which no scheme is in force; and in any event 
the present scheme areas would not be entirely suitable for the 
purpose, because of the wide differences of conditions within the 
main Scottish area. The general principle which we have employed 
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in delineating the regions we propose is (as in England and Wales} 
that of differentiation as nearly as is practicable according to con- 
ditions of production and marketing, while still keeping to recognised 
local government boundaries. Whatever criterion be adopted, 
it is obvious that nothing approaching equality in importance be- 
tween regions is possible on account of the fact that in Scotland 
the production of milk in considerable quantities is largely con- 
centrated in the southern half of the country. 


The first of the proposed Scottish regions is the South West of 
Scotland, which includes the counties most directly concerned in 
the supply of the Glasgow market. ‘This region is also responsible 
for producing the bulk of the milk used in manufacture. The 
second region is the South Hast of Scotland and covers the counties 
surrounding Hdinburgh and Dundee. The third region consists of 
the present Aberdeen and District scheme area, with the addition 
of Moray and Banff, the chief consuming market being Aberdeen. 
The fourth region proposed is the North of Scotland, covering the 
same area as the present scheme. We consider it desirable that 
this area should be constituted a separate region because the popula- 
tion is more scattered and communications are less developed than 
in other parts of Scotland. 


The counties comprising each of these four regions are set out 
in the following Table, together with estimates of their annual 
milk sales :— 


TABLE 28.—Proposep ScottisH REGIONS. 


Region I Region II Region III Region IV 
(South West) (South Hast) (Aberdeen)  (N. of Scotland) 
Argyll Perth Moray Caithness 
Dunbarton Angus Banff Sutherland 
Stirling Clackmannan Aberdeen Ross 
Renfrew Kinross Kincardine Inverness 
Lanark Fife Nairn 
Bute West Lothian 
Ayr Mid Lothian 
Wigtown East Lothian 
Kirkcudbright Peebles 
Dumfries Selkirk 
Berwick 
Roxburgh 
Estimated 
Annual Sales 
(thousands of &6,000 24,000 9,250 1,900 
gallons) 


Orkney and Zetland, which have not been included in any of the 
above lists, might be regarded as part of the Aberdeen region, 
since it is understood that their main communications with the 
mainland are through Aberdeen. But we suggest later that pro- 
ducers in Orkney and Zetland might conveniently be exempted 
from the marketing provisions of the scheme. 
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The first and second of the above regions together make up the 
area of the present Scottish Milk Marketing Scheme. It seems 
desirable to separate this area into at least two regions because, 
as the history of the Scottish scheme shows, the interests of the 
Kast and of the West are divergent in some respects. In pre- 
scheme days the circumstances of producers generally in the pro- 
posed second region were such that their returns were somewhat 
higher than those of producers in the West. ‘This difference has 
been recognised, and a number of expedients have been adopted 
under the scheme with the object of securing a continuance of 
somewhat higher returns to producers in the Hast. These 
expedients are indirect and complex in their effects ; and in our view 
the situation will be met, not only more simply but more satis- 
factorily, by dividing the main Scottish area into two regions and 
fixing separate prices for each region. 


We have, indeed, considered whether it might he preferable to 
divide the present main Scottish area into three regions instead 
of two, the third region consisting of certain counties or parts 
of counties in the extreme south-west. On the whole, however, 
we are of opinion that 1t would be undesirable to do so. While 
there are differences between conditions in the extreme south-west 
and those in the counties nearer to Glasgow, they appear to be 
differences such as are bound to occur in any region. Whereas 
the line of demarcation between the East and the West of the 
present main Scottish area is reasonably clearly defined, it would 
be more difficult to find a suitable line by which to sub-divide 
the West into two regions. 


It may be mentioned that producers in the East themselves 
proposed, through the Kast of Scotland Milk Producers’ Federation, 
that the main Scottish scheme area should be divided into regions. 
As our proposed second region covers the same counties as the East 
of Scotland Federation, it appears that the region will have common 
interests on all the most important points that have been in dispute 
between producers in the eastern and western parts of the main 
Scottish area. 


We have proposed the inclusion of Moray and Banff with 
Aberdeen and Kincardine because we understand that conditions 
of production and marketing are, in the main, similar throughout 
these four counties. The North of Scotland region also appears 
to be generally homogeneous as regards the conditions of dairy- 
farming. | 


In proposing these regions we have assumed that the Western 
Isles, which have been exempted from the operation of the present 
scheme by special resolution of the North of Scotland Board, and 
Orkney and Zetland, would all be exempted by the new Board 
unless producers expressed a wish to be included. 


36517 I4 


254 
(iii) The Constitution of the Boards. 


The changes in the constitution of the Boards which we propose 
are almed at securing the smoother operation of the existing 
machinery rather than at a radical reconstruction of that machinery. 
In Scotland, however, the establishment of a single scheme on a 
regional plan will render some major changes inevitable. Since 
changes must be made in order to fit the constitution of the Board 
to the regional system which we recommend for both England 
and Wales and Scotland, it seems desirable that the same general 
principles might advantageously be applied to both of the proposed 
Boards. 


Regional members.—<As we have indicated, the system of regional 
representation on the Boards is, in our opinion, desirable if the 
functions of the Boards are modified on the lines we have proposed. 
We consider, therefore, that this system should be retained in 
Hngland and Wales and, introduced in Scotland. 

We recommend that the number of regional representatives on 
the English Board should remain at twelve, being one for each 
region except the North Western, which should continue to have 
two. In Scotland the wide differences in the quantities of milk 
produced in the different regions would render a uniform distri- 
bution of Board members amongst them impracticable, and it 
would be equally impracticable to allot representatives in proportion 
to production. We suggest that the South West should return four 
members to the Board, the South East two members and the 
Aberdeen and the North of Scotland regions one member each. 
The disparity between the volume of sales in a region and the 
representation afforded to it would not be so marked as is suggested 
by the figures on page 252, because large numbers of producers in 
the present Aberdeen area, and still more in the North of Scotland, 
who sell only small quantities, are at present exempt and will, no 
doubt, so continue. 


Non-regional members.—The regionally representative character 
of the English Board is at present modified by the inclusion of 
five non-regional members, three of whom are elected by registered 
producers in general meeting and two co-opted after consultation 
with the Market Supply Committee. Each of the other schemes 
also provides (in accordance with the Act of 1933) for the co-option 
of two members, additional to the elected members, after con- 
sultation with the Market Supply Committee. 

We consider that the addition of special members is very desir- 
able, not only because they are free from sectional interests, but 
because they offer the opportunity of strengthening the Boards by 
the inclusion of men who have proved their ability in spheres of 
activity outside the milk industry. We do not believe, however, 
that election at a general meeting which can be attended by only 
a very small proportion of registered producers is a suitable method 
of appointment ; nor, indeed, that popular election is the best means 


255 


of obtaining persons with the type of qualifications that are desirable 
in special members. 


We accordingly propose that all special members should in future 
be co-opted by the elected members of the Boards. We recom- 
mend that in England the number of special members should 
remain at five, but that the obligation to consult the Market Supply 
Committee should apply to the selection of three, instead of two, 
of these members. The qualifications of these five persons should 
include administrative, financial or commercial experience. In 
Scotland, where the number of regional members is smaller, the 
number of special members should be three, and the Market Supply 
Committee should be consulted in the selection of two out of the 
three. ‘The elected members of the English Board would thus be left 
with complete freedom in the selection of two of the co-opted mem- 
bers; and the elected members of the Scottish Board would be left 
with complete freedom in regard to one co-opted member. 


The English scheme (para. 83 (2) ) provides that an unsuccessful 
candidate at an election of county representatives (on regional com- 
mittees) or of regional members (of the Board) shall be disqualified 
from being elected as a special member of the Board within the 
same calendar year. We think it undesirable that this disqualifica- 
tion should apply in future to the co-option of special members. 


Representation of special interests.—It has been suggested to 
us in evidence on behalf of certain interests that they should be 
granted direct representation on the Board proportionate to their 
importance in the industry. We cannot agree that such representa- 
tion is desirable; in our view it would tend to exaggerate the 
diversity of interests on the Boards rather than to reconcile them. 
Nevertheless we consider that, when filling the places in which their 
liberty of co-option is absolute, the Boards should have regard to 
any particular interests, such as those of producer-retailers, which 
may not be adequately represented among the elected regional 
members. 


Method of election.—The system of proxy voting which has been 
adopted under each of the milk marketing schemes is, in our 
view, undesirable in principle. It tends to encourage producers 
to leave the onus of decision to those who have the resources and 
organisation to collect proxies and thus to regard their own in- 
dividual responsibilities too lightly. 

The indirect method of election of members of the Board adopted 
under the main Scottish scheme (described on page 13) has the 
advantage that there is no definite claim on members to support the 
interests of any particular region. ‘The advantage is not all on 
one side, however; for certain groups of producers who consider 
that the Board has neglected their interests have urged that there 
should be representation by districts; and, as we have indicated 
by our recommendations, we think that there is force in their 
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contention. In any case, the appointment of the Selection Com- 
mittee at the annual general meeting is open to objection, since 
it involves those who attend the meeting in expense and makes it 
possible for a bare majority of those voting to appoint all fifty 
members of the Selection Committee and thus to secure whatever 
Board they wish. In practice, it is understood, there has never 
yet been any voting for the Selection Committee, the National 
Farmers’ Union of Scotland having been able to secure the with- 
drawal of any nominations in excess of fifty. 

It has now been recognised that the system of self-government 
in the various branches of agriculture through organisations of pro- 
ducers themselves holds out great possibilities for furthering the 
interests of those branches and promoting their greater efficiency. 
But in our opinion the value, as well as the stability, of the system 
depends very much upon the acceptance by individual producers 
of the responsibility vested in them. It is of primary importance 
that each should take his share in the election of the Board. In 
order to insist upon the personal nature of this responsibility, and 
in view of the widely scattered nature of the electorate, we think 
that the system of direct postal voting is the most suitable for 
adoption, and we accordingly recommend its use in all elections to 
the Boards. Incidentally, it avoids the disadvantages attendant on 
proxy voting and does not involve any expense or time in journey- 
ing to a polling station. 

It has been represented to us in evidence that the expense of 
seeking election to a Board is very high for candidates who have 
not the backing of a large organisation, and that in England it has 
not been possible, except at a cost which may be so high as to be 
prohibitive, to obtain a copy of the Board’s register of producers. 
This renders it practically impossible for an independent candidate 
to circulate an address to his constituents. It is obviously desirable 
that the costs of standing for election should be reduced to the 
minimum and that all candidates should be placed, as far as possible, 
on a footing of equality. We recommend, therefore, first, that 
every candidate should be entitled to obtain from the Board a, list 
of the registered producers in his region at a nominal cost, in 
order that he may arrange for canvassing; and secondly, that each 
candidate should be entitled to send an election address of limited 
size and weight to every registered producer in his region, the 
Board paying the cost of printing and postage. The election 
addresses of all candidates in a region should be lodged with the 
Board by a specified date and might then be forwarded together 
to the producers. Alternatively, the election addresses might be 
printed in any periodical issued by the Board which is sent to all 
registered producers. We further propose that every nomination 
of a candidate should require the signature of at least 25 registered 
producers and that, as a protection against freak candidatures, 
every candidate should be required to deposit a sum of, say, £25 
with the Board, which would be forfeited in the event of failure 
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to secure one-eighth of the total number of votes cast or one- 
quarter of the number of votes cast for the candidate at the top 
of the poll, whichever is the less. 


Regional committees.—The English Board has, in each region, 
a regional committee, consisting of the regional member or members 
of the Board and a number of county representatives, whose duty 
it is to maintain touch between the Board and the producers in 
the different regions. The functions of these committees are to 
report or to make representations to headquarters as to the opera- 
tion of the scheme in the region and, when consulted by the Board, 
to advise in relation to that region on any proposals that may be 
under consideration. 

We consider that committees of this kind should form an im- 
portant part of the machinery of administration. We accordingly 
recommend that similar committees should be set up on the same 
basis in each of the regions in Scotland, and that in both parts of 
Great Britain their sphere of activity should be extended as far as 
possible. We have no doubt that they can be of great value to 
the Boards as a medium for maintaining contact with producers 
and explaining policies and difficulties to them, and so in preserving 
their confidence. At the same time they can serve a useful purpose 
in keeping regional members, and thus the Boards, informed of 
the trend of opinion among producers. ‘Their position and influence 
would be greatly strengthened if they were used regularly for these 
two essential purposes. On the one hand, they should be furnished 
with full and frequent reports upon the decisions and the policy 
of the Boards; and on the other, they should be entrusted by the 
Boards with the conduct of local negotiations and the representation 
of local opinion. In this way the regional committees should act 
as an antidote to the over-centralisation which tends to develop 
with large schemes. 

We recommend that the members of regional committees, like 
the elected members of the Boards, should be elected by the direct 
postal vote of registered producers. 


Producer-retailers’ advisory committees.—The Grigg Commission 
suggested* that ‘‘ considerable advantage might be gained by the 
establishment of a committee to deal, in the first instance, with 
all questions connected with the interests of producer-retailers ’’. 
That Commission took the view that “‘ the existence of such a com- 
mittee would encourage among that very important section of 
producers a feeling that their particular interests were given 
adequate consideration ’’’. We believe that the absence of such 
committees has had unfortunate effects on the relations between 
producer-retailers and the Boards. One indirect result in England 
has been the formation of a national organisation of producer- 
retailers and also of a producer-retailers’ sub-committee of the 
National Farmers’ Union. It is clear that producer-retailers felt 





* Economic Series No. 38, page 80. 
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the need for such a body, which might with advantage have been 
set up within the Board’s own organisation. We accordingly pro- 
pose that each of the Boards should be required to establish a 
producer-retailers’ advisory committee; and we suggest that each 
regional committee might be asked to nominate three (in Scotland, 
four) producer-retailers, the Board selecting one (in Scotland, two) 
of those nominated from each region to serve on the advisory 
committee. 


Committees of the Boards.—Although the English scheme pro- 
vides, in accordance with the requirements of the Act of 1933, 
that the Board shall appoint an executive committee and shall 
delegate certain functions to it, we understand that little use has, 
in fact, been made of this committee. 'The reason is, no doubt, 
that many of the important matters calling for decision have con- 
cerned, directly or indirectly, the conflicting interests of regions and 
that it was desirable, therefore, that all regions should be represented 
when these matters were under discussion. ‘The situation will, 
however, be different with the changes that we have proposed. 
While we regard the question of the use by the Boards of com- 
mittees as a matter for their own decision, and do not propose, 
therefore, to make any specific recommendation on the subject, 
we feel that there would be some economy of time and labour if an 
executive committee were empowered to deal with routine matters 
and to prepare proposals on more important questions for the 
consideration of the whole Board. 


Annual general meetings.—Hach of the four schemes provides 
for the holding of an annual general meeting of registered producers. 
The principal items of business that come before the annual general 
meeting are normally :— 

(a) the election of certain of the members of the Board (or, 
under the main Scottish scheme, the appointment of the Selec- 
tion Committee which elects the members of the Board) ; 

(b) the submission and discussion of the year’s accounts; 

(c) the determination of the remuneration of the Board. 
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We have already recommended that, in future, the “ repre- 
sentative ’’ members of the Board should be elected by the direct 
postal vote of registered producers and that additional members 
should be co-opted by the members so elected. In these circum- 
stances the annual general meeting would no longer be concerned 
with the election of any members of the Board. 

The English scheme, unlike the three Scottish schemes, does 
not provide specifically for the submission of the annual accounts 
to registered producers in general meeting. Nevertheless it 1s 
understood that the accounts have, in fact, formed one of the 
principal matters for discussion at annual general meetings. It 
is obviously desirable that all registered producers should have 
reasonable opportunity to obtain information and to raise discussion 
on the transactions of the Board as reflected in the annual accounts. 
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The provision made regarding the remuneration of Board 
members varies in the different schemes. In England and Wales 
it has been the practice for the annual general meeting to determine 
the remuneration of the Chairman and of each of the members. 
Under the main Scottish scheme the remuneration of the Board 
as a whole is determined by the general meeting, and the total 
sum is divisible among the members of the Board as the Board 
may determine. Hach of the two smaller Scottish schemes provides 
for the annual general meeting to fix a sum for the remuneration 
of the members of the Board other than the Chairman, and for 
this sum to be divisible among those members as the Board shall 
decide ; but the remuneration of the Chairman is determined by the 
Board. 

In general, we are of opinion that a single annual general meet- 
ing of registered producers throughout the whole of England and 
Wales or the whole of Scotland could not afford adequate provision 
for the consideration and discussion by individual producers of the 
operations of the scheme. It is impossible to expect that more 
than a very small proportion of registered producers will be able to 
travel long distances to one central point for the purpose of an 
annual general meeting. In present circumstances it is improb- 
able that such a meeting would be representative of opinion among 
producers generally. Experience has shown that, in England and 
Wales at least, these meetings do not afford a suitable opportunity 
for the reasoned consideration of the results of the year’s work nor 
for dispassionate decisions on matters that may need to be laid 
before producers. In our opinion it is desirable that wider oppor- 
tunities should be given to registered producers to express and 
exchange views. Further, it is desirable that in England and 
Wales, as in Scotland, decisions as to the remuneration of the 
Chairman and the individual members of a Board for their year’s 
labours should be removed from the atmosphere which is apt to 
prevail at annual general meetings in present circumstances. 

We accordingly recommend that instead of annual general meet- 
ings of all producers registered under one or other of the schemes, 
provision should be made for () annual regional meetings of 
registered producers and (11) for annual meetings of all the members 
of the regional committees for the whole scheme area. Under 
this procedure, as soon as possible after the circulation of the 
annual accounts, arrangements should be made for a general meet- 
ing of registered producers at a convenient centre in each of the 
regions. At these meetings individual producers would raise any 
points which they thought required discussion, and each regional 
committee would obtain guidance from its own electorate as to 
the attitude it should adopt at the subsequent delegate meeting. 

The subsequent meeting would be representative of the whole 
of the scheme area. It would be open to all members of the 
regional committees to attend and to vote individually. At this 
meeting the business to be transacted would consist of :— 
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(a) the consideration of resolutions approved at regional 
meetings and forwarded to the Board within a specified period 
prior to the annual delegate meeting ; 


(b) the approval of the annual accounts; 


(c) the determination of the total sum to be paid to the 
Board as their remuneration, which sum should be divided 
among the Chairman and the members at the Board’s 
discretion ; 


(d) the election of auditors ; 
(e) any other formal business. 


We believe that the procedure we have suggested will enable 
business to be conducted much more satisfactorily than at present 
and will at the same time be found to have several other advantages. 
It will provide greater opportunities for individual producers to 
acquaint their regional committees with their views; it will ensure 
that regional committees shall take a more important part in the 
working of the schemes; and it will assist the members of all those 
committees to make personal contacts with one another and with 
the members of the Boards. The main criticism of it is likely to 
be of the number of meetings; but without regional meetings it is 
obviously difficult to afford the thousands of producers any adequate 
opportunity of exercising a due influence in the management of 
their schemes. 


CHAPTER 28.—CO-ORDINATION. 


We suggested in Chapter 26 that one important service to the 
industry generally which the permanent Commission should 
perform was that of assisting to co-ordinate the various interests 
concerned with milk marketing. The subject is important because 
so much depends upon the concerted development of the different 
sections of the industry. Where principles and policy are concerned, 
it will not be a matter merely of securing smooth working, but 
of taking decisions which may involve other interests than those 
immediately affected and may have an influence extending far 
beyond the particular problem under consideration. It is therefore 
desirable to devise some machinery of co-ordination which, in spite 
of the diversity of the problems, will take account of their ultimate 
interdependence. 


Among the matters that will call for joint consideration there 
is first the question of co-ordination between the two producers’ 
Boards which, if our proposals are implemented, will be operating 
in Great Britain. Next, there is the need for linking together the 
interests—which in some respects conflict—of the Boards, as sellers 
of milk, and of the buyers. Thirdly, there are the domestic prob- 
lems of the two groups of buyers—distributors and manufacturers. 
Fourthly, certain matters arise which concern not only Great 
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Britain, but the whole of the United Kingdom and in which, there- 
fore, the position of Northern Ireland, with its own separate milk 
marketing organisation, must be considered. Finally, there are 
some questions of a more general character, including the relations 
of the Boards to the consuming public. ‘These aspects of co- 
ordination are considered in the following paragraphs. 


(i) Co-ordination between the Milk Marketing Boards in 
Great Britain. 


The four milk marketing Boards now operating in Great Britain 
have found it necessary to seek agreement between themselves on 
several matters of major importance. The three Boards in Scotland 
have, for example, mutually undertaken not to sell milk in each 
other’s territory. The main Scottish Board has agreed with the 
English Board, in return for compensation, to retain in Scotland 
the great bulk of the milk which was previously sold into England. 
No similar arrangement has been made between the English 
Board and the Boards administering the two smaller Scottish 
schemes, and in consequence, there is still some flow of liquid milk 
from Aberdeen and the North of Scotland into England which is 
not regulated by agreements between the Boards. 

The arrangements made between the English and main Scottish 
Boards have not afforded a-complete solution of their problem. 
The milk retained in Scotland has had to be manufactured into 
milk products, and difficulties have arisen from time to time through 
alleged undercutting of the English market by Scottish manu- 
facturers. | Moreover, settlement on the basis of compensation 
assessed by reference to pre-scheme conditions takes no account of 
changes that would or might have occurred in the ordinary course ; 
and in any event it is unlikely to be regarded as permanent. It 
has been possible in this and other cases to arrive at some arrange- 
ment, temporary and provisional though it may be, to overcome 
practical difficulties as they have arisen; but the experience of the 
last two or three years has served 60 emphasise the noe for 
permanent machinery of co-ordination. 


Producers’ returns.—'The importance of the main inter-scheme 
problems which have so far faced the different Boards lies in the 
fact that the prices payable to producers within the area of a scheme 
are at present directly dependent upon the income from the sale of 
the milk produced within that area. The Scottish Boards have 
been anxious to retain an outlet into England for that quantity of 
milk which was formerly sold south of the border, or to obtain 
compensation in lieu, because their pool prices would be reduced if 
this milk had to be retained for manufacture within their own 
areas. 

Under our proposals, however, the prices payable to producers 
within each of the regions (whether in England and Wales or in 
Scotland) will be fixed in advance at a level calculated to bring 
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forth the quantity of milk required from that region. The price 
payable within a region will not be dependent upon whether the 
actual milk produced there is sold for liquid consumption or for 
manufacture. There will, therefore, be no need to continue special 
inter-scheme arrangements on the basis of those which have been 
made in the past. ‘he producers in every region of both England 
and Wales and Scotland will be protected in a different way against 
any loss of income which, under present conditions, they would 
suffer through losing part of their high-priced market. If, in 
practice, it is found convenient to supply, say, parts of northern 
England with liquid milk from the south-west of Scotland, or if 
milk now sold into the English liquid market from the Aberdeen 
area is transferred to manufacture, the prices to producers will not 
be affected. The funds at the disposal of the Commission will be 
used to make up the resources of the Boards to the sums necessary 
to pay their registered producers the guaranteed prices. 


This will not interfere with the autonomy of the two Boards. So 
far as the income from the sale of milk is concerned (whether 
the milk is sold for hquid consumption or for manufacture) we 
contemplate that the funds of the English Board and of the Scottish 
Board will remain entirely separate. But because of the low 
values realised for manufacturing milk and of the low prices at 
which milk will be made available for special classes of consumers, 
the income of neither fund will be sufficient by itself to pay the 
prices guaranteed to producers within the scheme area. Both funds 
will need to be augmented from the Government grants administered 
by the Commission. ‘The amount of the addition to each fund 
from this source will depend mainly upon the quantity of milk 
produced within the scheme area concerned which is sold at low 
prices either to special classes of consumers or for manufacture. 


It follows, therefore, that if any changes take place in the pro- 
portion of milk sold for manufacture within either scheme area, 
due to the operation of the Commission’s production and price 
policy, there will be corresponding adjustments in the contributions 
made by the Commission to the Boards’ funds. These adjustments 
can be used to correct any change in a Board’s receipts which may 
be caused by an alteration in the proportions of the total output 
sold, respectively, for liquid consumption and for manufacture. 
There should, accordingly, no longer be any need directly to regulate 
the flow of supples from one scheme area to another except, of 
course, from the point of view of reducing transport costs; but 
where necessary the Commission should determine the terms and 
conditions under which the milk produced within the area of one 
scheme may be sold within the area of the other. 


Wholesale buying prices.—In the same way, while the milk 
marketing Boards proposed for England and Wales and for Scot- 
land will be concerned with the wholesale buying prices fixed for 
milk and will be among those to be consulted by the permanent 
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Milk Commission in the fixing of those prices, the final respon- 
sibility for the levels of prices throughout Great Britain will rest 
with the Commission. There will accordingly be no need for 
special co-ordination between the two Boards in regard to whole- 
sale prices. ‘I'he Commission, in fixing these prices, must obviously 
have regard to the necessity for avoiding any differences in price 
levels which would enable manufacturers in one part of the country 
to undercut those in another part. 

Other matters.—In these circumstances we believe that the pro- 
posals which we have made regarding the system of determining 
both the prices payable to producers and the wholesale buying 
prices of milk will effectually remove the most important of the 
inter-scheme difficulties that have so far arisen in relation to the 
actual marketing of milk. In general the way will be clear for the 
Boards to organise the flow of milk for liquid consumption and the 
diversion of milk for manufacture so as to make for the greatest 
convenience and economy. This will of itself require close co- 
operation between the staffs of the two Boards. 

The co-ordination problems associated with the marketing of 
manufactured milk products, which affect all manufacturers of those 
products, including the Boards in their capacity of manufacturers, 
are considered separately in a later section of this Chapter. 

There will, in addition, be a number of other matters that will 
call for collaboration between the two Boards. It would obviously 
lead to dissatisfaction and difficulty if, for example, the Boards 
were to work on widely divergent lines in dealing with such 
questions as the exemption of small producers. We do not suggest 
that in matters such as these there should necessarily be strict 
uniformity of procedure throughout Great Britain, for the con- 
ditions may be different; but we have no doubt that it will make 
for smoothness of operation if common principles can be agreed 
upon as the basis of the detailed decisions. 


Standing Co-ordination Committee.—We are of opinion, there- 
fore, that it will be desirable to provide at once for a standing 
Co-ordination Committee of the two Boards. The decisions of this 
Committee should not, of course, be binding upon the Boards, so 
_ that there would be no interference with their administrative in- 
dependence. The Committee’s functions would be deliberative and 
advisory. 

Although, as we mention later in this Chapter, Northern Ireland 
is not directly interested in the Great Britain market for liquid 
milk, there are a number of matters which will be common to the 
whole of the United Kingdom. We propose, therefore, that 
Northern Ireland also should be represented permanently on this 
Committee. 

Since the Committee will be of an advisory character, it is not 
necessary that the representation of England and Wales, Scotland 
and Northern Ireland should be weighted in such a way as to 
reflect the importance of the industry in the three parts of the © 
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country. Bearing in mind the desirability that a committee of this 
kind should be compact, we propose that the Co-ordination Com- 
mittee should consist of not more than four representatives of the 
English Board, three of the Scottish Board and two of Northern 
Ireland. We suggest later, however, that the Committee might 
also become the nucleus of a body exercising somewhat wider 
functions and that its numbers should be augmented for these 
special purposes. 

We have given considerable thought to the question whether the 
Co-ordination Committee should include also two or three of the 
members of the Milk Commission. The main advantages would 
be, first, that an element would be introduced which should ensure 
that, in the consideration of any particular problem, no other 
interest was overlooked; and secondly, that the members of the 
Commission would be given an insight into the difficulties of the 
different sections of the industry which they might not other- 
wise obtain. We have, however, come to the conclusion that it 
would be preferable that members of the Commission should not 
serve as members of the Committee. It is obviously essential that 
the Commission should maintain intimate touch with the problems 
of the industry; but it is equally necessary that the Commission 
should retain its complete independence. 

It is important that the three groups of representatives on the 
Co-ordination Committee should all feel equally free to bring 
matters before the Committee and, further, that machinery should 
be readily available to the Committee to bring the permanent 
Milk Commission into consultation on any subject under considera- 
tion. We propose, therefore, that the Co-ordination Committee 
should appoint an independent Chairman and that they should 
empower him to discuss any question under consideration by the 
Committee with the Chairman and members of the Commission. 
If the Committee should desire still closer consultation with the 
Commission, as we hope they will on major problems, arrangements 
to that. end should be made through the respective Chairmen. 
In order to keep the Commission fully informed with regard to the 
proceedings of the Committee, the Commission might be invited - 
to send a senior member of its staff to the meetings as an observer. 


(ii) Co-ordination between the Boards and Buyers. 


As we have tried to show, the arrangements proposed for the 
independent fixation of buying prices for both liquid and manu- 
facturing milk and of the terms and conditions of contracts should 
remove most of the important sources of difficulty between the 
milk marketing Boards and wholesale buyers of milk. It is never- 
theless to be expected that questions will arise from time to time 
between the Boards on the one hand, and sections of buyers on the 
other, which they may be unable to settle to their mutual satis- 
faction. 

We have considered whether it would be desirable to invest the 
permanent Commission with arbitral powers to deal with all such 
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matters. On the whole we are of opinion that there would be 
no great advantage, and might be some definite harm, in doing 
so. The Committees of Investigation set up under the Agricultural 
Marketing Acts already provide the machinery for the independent 
investigation of complaints by distributors and manufacturers 
against the operation of marketing schemes. We have accordingly 
suggested that, while matters relating to prices and conditions of 
contract should no longer be within the purview of the Committees 
of Investigation, those Committees should still remain as the appro- 
priate bodies to examine complaints on other subjects. We feel that 
some part of the influence of the permanent Commission might be 
lost if that body were frequently called upon to give binding 
decisions on questions in dispute between different interests. 


(iii) Co-ordination of Manufacturing and Distributive Interests in 
Great Britain. 


The methods of fixing prices for manufacturing milk that we 
have proposed should be generally effective in preventing unequal 
competition between individual manufacturers in different parts of 
the country. In Scotland, however, the main Board is already 
responsible for the manufacture of fully one-half of the total output 
of manufactured milk products. In England the Board’s share 
in manufacture is still small, but is increasing. It is obviously 
desirable to provide machinery for ensuring equity of treatment as 
between the Boards and other manufacturers. 

If the proposed Milk Products Marketing Board for Great Britain 
is set up under the Agricultural Marketing Acts, one of its functions 
will, no doubt, be to control, in such measure as may be agreed 
by its constituents and approved by Parliament, the prices at 
which the regulated products shall be sold. The milk marketing 
Boards themselves, as manufacturers of milk products, would be 
registered under the secondary scheme in common with all other 
manufacturers. 

The relationship between the Milk Commission and a secondary 
products Board will depend to some extent upon whether the Boards 
responsible respectively for the primary and secondary products 
desire to join their interests through the constitution of a develop- 
ment board under the Agricultural Marketing Act, 1933. Some of 
the powers which we have recommended should be exercised by 
the Commission, including that of fixing prices and terms of con- 
tracts, are powers which might, in the case of other commodities, 
become exercisable by a development board set up under the Act 
of 19838, and we think that, if it seemed desirable, some of the other 
functions appropriate to a development board might suitably be 
undertaken by the Commission. In any case, it is clear that the 
closest collaboration should exist between the Commission and 
any secondary board or development board that may be set up. 
One way in which this might be secured, in the event of a develop- 
ment board being established, would be by selecting some or all 
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of the independent members of that board from among the members 
of the Commission. Ags the situation is still undefined, however, 
we think it would be inadvisable to attempt to offer any detailed 
recommendations on this subject; the question of the machinery 
of co-ordination must await the outcome of the proposals now under 
consideration. 

We have pointed out at an earlier stage that there are no legis- 
lative provisions under which distributors could set up a board 
exercising powers comparable with those of the milk marketing 
Boards or of the proposed Milk Products Board. In the next 
Chapter we express our views as to the need for some form of 
reorganisation of distribution and as to the part that should be 
played by the Commission in promoting such improvements as may 
be found necessary. 


(iv) Co-ordination between Great Britain and Northern Ireland. 


It is necessary to give separate consideration to the question of 
co-ordination between the interests of the milk industry in Northern 
Ireland and in Great Britain, first, because the milk marketing 
organisation of Northern Ireland is distinct from that of all other 
parts of the United Kingdom, being based on different legislative 
provisions; and secondly, because substantially the whole of the 
interest of Northern Ireland in the milk market of Great Britain 
is in relation to milk products, not to liquid milk. Co-ordination 
will be concerned mainly with the methods of using any fund that 
may be made available by the Government for the assistance of 
the industry ; with the problems associated with the marketing of 
milk products; and with other issues of interest to the United 
iangdom as a whole. 

In the allocation of such funds as may be placed at the disposal 
of the permanent Commission by the Government, the Commission 
will, of course, have regard to the needs of Northern Ireland equally 
with those of England and Wales and of Scotland. Because of the 
differences in the circumstances of the three parts of the country, 
however, the Commission may find it impracticable to apply one 
plan uniformly throughout the whole of the United Kingdom. For 
example, though the system of milk marketing in Northern Ireland 
provides for the subsidisation of manufacturing milk by the liquid 
milk market, it does so in a different way from that which has 
developed under the two larger schemes operating in Great Britain. 
In the formulation, therefore, of the proposals which the Com- 
mission will place before Ministers in the form of annual estimates, 
it will need to consult with the appropriate authorities in Northern 
Ireland in the same way as with the marketing Boards, the dis- 
tributors and the manufacturers in Great Britain. 

As we have already indicated, the precise nature of the arrange- 
ments to be made to secure collaboration between the interests of 
manufacturers of milk products in different parts of the United 
Kingdom will depend largely upon whether a secondary products 
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Board is established in Great Britain to regulate the marketing of 
such products. If a Board is set up in accordance with the proposals 
that are under consideration, the question of permanent arrange- 
ments for co-ordination with Northern Ireland in relation to the 
marketing of milk products will be primarily one for that body to 
consider in conjunction with the secondary products Board recently 
set up in Northern Ireland. We suggest in the following section 
that, in the meantime, the provisional arrangements for the ex- 
change of views and the settlement of policies should be continued. 


(v) Co-ordination with other Interests. 


Current problems of marketing manufactured products.—in the 
past it has been the practice of the milk marketing Boards in 
Great Britain to take a prominent part in convening meetings of 
representatives of manufacturers of milk products to seek solutions 
of the difficulties that have arisen regarding the marketing of 
those products. In view of the interest of both Northern Ireland 
and the Irish Free State in the Great Britain market, for cream 
and butter especially, their representatives have generally taken 
part in these meetings. 


For the reasons we have already given, it is impossible at this 
stage to foresee the developments that may take place in the 
organisation of the milk manufacturing industry or, therefore, to en- 
visage the precise lines on which collaboration between interests 
should proceed. We suggest, however, that the standing Co-ordina- 
tion Committee, whose establishment we recommend earlier in 
this Chapter, should, for the time being, be responsible for arranging 
any meetings of this kind that may be necessary. Tor the purpose 
of considering matters of common interest to manufacturers supply- 
ing the Great Britain market, the personnel of the Co-ordination 
Committee would, of course, be supplemented by representatives 
of all the interests hkely to be affected. 


Organisation of supply.—We feel that there may be still wider 
opportunities for the permanent Milk Commission to bring together 
the interests of the different parts of the United Kingdom and 
those of Dominions and foreign countries supplying the home 
market. It is possible that much might be done by co-operative 
effort on agreed lines to plan for the supply of the home market on 
a basis that will be advantageous to all parties. If it is not found 
practicable to deal with a matter of such wide importance entirely 
on voluntary lines, the Commission, aided by its contacts with all 
sections of the industry, should be in the best possible position to 
assist the Market Supply Committee in presenting proposals to 
the Government designed to secure the orderly supply of the home 
market. 

Relations with other commodity Boards.—At an early stage in the 
development of the agricultural marketing Boards it became 
apparent that there were many matters which might call for 
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concerted action and co-ordinated policy on their part. The 
Reorganisation Commission for Higgs and Poultry for England and 
Wales mentioned in their Report* some of the subjects that seemed 
to require joint consideration. In response to the obvious need, a 
Marketing Boards Co-ordinating Committee had, in fact, been set 
up before that Report was made and has, we understand, already 
been able to assist in the solution of some points of common diffi- 
culty. It is not necessary, therefore, for us to make any recom- 
mendations on this subject; but we desire to record our view that 
there is a wide field of service for a body of this character. 


Public relations.—We are also in complete agreement with the 
views expressed by the Eggs and Poultry Commission for England 
and Wales regarding the importance of maintaining close contact, 
not only between the Boards and all sections of their registered 
producers, but also between the Boards and the general public. 
We doubt whether the agricultural marketing boards have fully 
appreciated the significance of their relations with the public. The 
success, if not the very existence, of any marketing scheme must 
depend ultimately on the reactions of consumers and of public 
opinion. ‘lhe Boards should, therefore, in the interest of producers, 
see to it that the public is kept fully informed of their actions and 
is alive to the motives that influence them ; and, on the other hand, 
the Boards should understand and meet the criticisms that are bound 
to be directed at the schemes. The fullest publicity should be 
sought, and well-informed discussion and comment should be 
welcomed. 

We have proposed that the permanent Commission should be 
responsible for the framing of the production policy for milk and 
for determining prices in conformity with that policy. The 
Commission will need to keep in close touch with the general public 
as well as with the industry. We consider that the function of 
maintaining harmonious relations with public opinion is very im- 
portant ; in order to perform it successfully, the Commission should 
be prepared at all times to give full and frank explanations of its 
work and policy. 


CHAPTER 29.—FUTURE MILK POLICY. 


We have given a number of indications in earlier Chapters of what, 
in our view, should be the general aims of policy in connection with 
the production, consumption and manufacture of milk. We have 
recommended that an independent body should be set up—the 
permanent Milk Commission—which should be responsible, under 
the Government and with the co-operation of the producers’ Boards 
and of other organisations, for planning for the increased efficiency 
of the various branches of the industry, both in their own in- 
terests and for the public advantage. Our hope and belief is that 
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the Commission will become an active force in the industry, first 
familiarising itself with all aspects of the production and marketing 
of milk, and then initiating and elaborating with the individual 
interests proposals for progress and reform. 

In this Chapter we bring together our main recommendations 
affecting policy in relation to production, consumption and manu- 
facture and add some further suggestions with regard to these 
matters and also with regard to distribution. For the most part 
our views are necessarily expressed in broad terms; but we hope 
that they may be of some service to all those who will be collaborat- 
ing in the development of the industry. 


(i) Production. 

We have proposed that the production policy should be imple- 
mented through the price system. Not only would the total volume 
of production be controlled through the regional prices paid to 
producers; the location and seasonality of production would also 
be influenced through prices; and quality improvement would be 
encouraged in the same way. 


Location and seasonality.—We have suggested that policy 
designed to influence the location of production should be guided 
by two main considerations. The first is that the ultimate aim 
should be to secure that milk is produced where production can be 
undertaken most economically, having due regard to the costs both 
of production and of transport; the second is that any necessary 
transition should be gradual, so as to avoid undue hardship to indi- 
vidual producers. The practical application of these principles would 
rest with the Commission, in consultation with the Boards. 

The seasonal incidence of production is important because of its 
effect upon the direct costs of production and also because of its 
effect upon the average value realised for the milk sold. It will be 
necessary to consider at what point the advantages of more level 
supplies are outweighed by the additional costs of production, and 
whether seasonal production ought not in any case to be encouraged 
for special purposes in certain regions. 


Quality.— Variations in quality should become a more important 
consideration in determining differentiations in price. We suggest 
that the long-term policy in relation to quality should be to establish 
a system of standardised grades, covering all sales, and progressively 
to raise the minimum standard of milk permitted to be sold for 
liquid consumption. The advice of the Commission should be of 
great value to the Government in the preparation of any special 
legislation that may be required. 

One step in the improvement of the quality of milk might thus 
be to prohibit, as soon as possible, the sale for liquid consumption 
of milk which falls below the Accredited standard unless it is 
efficiently pasteurised. At some future stage we hope it may 
become possible to secure that all milk for liquid consumption comes. 
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from tuberculin-tested cows; but, according to our information, 
this would not be practicable until, through a national scheme of 
testing, selection and breeding, the proportion of tubercle-free cows 
in the national herd had been very greatly increased. 

It is essential to any comprehensive system of grades that control 
and inspection should be efficient and uniform throughout the 
country. ‘To judge from the complaints that we have received, 
there have been marked differences in the standards required in 
different parts of England and Wales for the premises and equip- 
ment of Accredited milk producers. So long as the enforcement 
of the conditions attached to graded milk licences and kindred 
matters are left to a large number of local authorities, each of which 
makes its own arrangements and sets its own standard, anomalies 
are bound to arise. According to the evidence given to us, there 
are serious differences in the interpretation of the regulations and 
in the attention given to their enforcement. 

The Grigg Commission, in drawing attention to this problem, 
recommended that, as a minimum, all counties and county boroughs 
should appoint whole-time Chief Veterinary Officers, who should 
be responsible for all supervision incidental to the various regula- 
tions and Orders, and whose work could be co-ordinated through 
the machinery of central government.* We agree that a system of 
this sort would be a great improvement upon the present arrange- 
ments: but as a result of our study of the Northern Ireland milk 
marketing plan, we have been much impressed with the advantages | 
that have followed the establishment of a central veterinary service. 
We recommend, therefore, that the possibility of instituting a 
similar service in this country should be seriously considered. 


Herd improvement.—The Commission must be concerned with 
any plans for the veterinary control and the eradication of tuber- 
culosis, not only on account of the importance to the consumer 
of tubercle-free milk, but also because of the effect of this disease 
on the cost of milk production.t From the point of view of health 
it is of the greatest importance that the supply of tubercle-free 
cattle should be increased as rapidly as possible. ‘This presents 
some formidable problems ; but possibly a suitable plan of campaign 
might be to concentrate on districts in turn, subjecting them to 
strict measures of control. We recommend, ay at a that the 
(Government should call upon the Commission and the Boards to 
assist in examining the possible methods of dealing with tuber- 
culosis in the dairy herds, including the problems of compensation 
that would be involved. 

We are of opinion that the work of the County Milk Recording 
Societies and of the National Council has been of considerable 








“ cmon ata No. 38, page 93. Somewhat similar recommendations 
were made in the Report “Of the Committee (of the Economic Advisory 
Council) on Cattle Diseases, Cmd. 4591, page 67. 

t See Report of the Committee (of the Economic Advisory Council) on 
Cattle Diseases, Cmd. 4591, page 52. 
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value to the industry and deserves encouragement. We recommend 
that the Boards, together with the agricultural departments for 
ingland and Wales and for Scotland and with the Societies, should 
consider methods of extending and developing the practice of 
recording milk and butter-fat yield. 

The price system proposed and the manner of its application 
should do much to stimulate efficiency and economy in the pro- 
duction of milk. But there are various other ways in which efficient 
producers might be encouraged. The Commission will, no doubt, 
give the Boards every possible assistance and will endeavour to 
make funds available for any approved plans designed to raise the 
standard of the dairy herd and to improve in other ways the 
technique of production. 


(ii) Assembly and Distribution. 

The future development of assembly and distribution is not a 
matter which falls strictly within our terms of reference. We have 
felt bound, however, to give some consideration to this subject, 
since we have formed the opinion that the greatest scope for a 
general reduction in retail prices lies in the better organisation of 
the varlous processes included under these heads. 


The problems.—The expensive methods of distribution generally, 
the lack of co-ordination in wholesale distribution and the enormous 
overlapping in the retail field, all of which add to the price charged 
to the consumer, have been the subject of comment by a number 
of independent bodies which have had occasion to examine con- 
ditions in the milk industry, including the Linlithgow Committee 
on the Distribution and Prices of Agricultural Produce,* the Grigg 
Commissiont and, more recently, the Committee of Investigation 
for Englandt which inquired into the complaints of the buyers 
against the contract prescribed by the English Board for 1935-36. 
This consensus of opinion has been supported by facts and figures 
that have come before us incidentally in the course of our in- 
vestigation. We believe that substantial economies could be made 
both in the processes of distribution and also in the assembly and 
transport of milk. 

Producers frequently point to the fact that the distributive margin, 
excluding collection and transport costs, is approximately equal to, 
and often even greater than, the net price which the producer 
receives. In the absence of comprehensive data on distributive costs 
it is impossible to say whether this relationship is justifiable, but 
we strongly suggest the desirability of investigation. It is generally 
accepted that distributors’ margins, which are practically uniform 
in any given area, are determined in relation to the most ex- 
pensive types of service given, and often in relation to services 
that are not required by large sections of the population; and 
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further, that the costs of performing the same type of service vary 
widely between individual businesses. At the same time there is 
duplication and lack of co-ordination at every stage of distribution. 
While the current margins may be necessary under existing con- 
ditions, we are satisfied that they could be greatly reduced if the 
trade were reorganised on a more efficient basis. 

Although we do not propose to enter into the subject in great 
detail, it is desirable to review in broad outline the present position 
in regard to the assembly of milk, its wholesale handling and its 
retail distribution. 

In recent years a number of collecting depots have been established 
at great distances from the liquid milk markets they serve, while 
milk produced nearer the towns is being manufactured. We have 
already suggested (in Chapter 19) that the aim of improvements in 
transport should be to supply the main consuming centres from 
the producing areas nearest to them and to keep creameries and 
factories as far as possible in the more remote districts. If it is 
still necessary to bring any milk long distances to consuming centres, 
this should be done through suitably placed country collecting and 
processing depots so as to secure the economies of bulk transport. 
Hiven where towns can draw supplhes from within a relatively small 
area, the establishment of country collecting points may sometimes 
lead to economies. 

The wholesale organisation of the milk trade in towns is in- 
complete and haphazard. In some places retailers must obtain their 
supples direct from the producer because of the lack of wholesale 
facilities; in others they are able to make use of town wholesale 
depots if they so desire. In the most important towns the larger 
and more progressive retail firms often operate their own depots 
and use them not only for their own retail businesses, but also for 
supplying other retailers. If all urban supplies were concentrated 
in central wholesale depots, considerable economies could be made 
in processing, bottling and the cleaning of bottles and churns. In 
such depots the daily requirements of retail distribution could be 
balanced, and unsold supplies manufactured, more cheaply than 
is possible where each small retailer performs these functions for 
himself, while satisfactory supplies could be made available for those 
who engage only in retailing. Moreover, it is much simpler to 
maintain effective control over cleanliness and quality standards, 
and to ensure that the requirements of public health authorities 
are met and the preferences of consumers observed, if the milk 
is processed and bottled centrally. 

In the retail field the existence of a large number of small and 
scattered rounds is a cause of high costs and of variations in the 
quality of supplies and services. It is possible to enter the business 
of retail distribution without much capital or experience, and the 
redundancy that can be seen in most cities and towns to-day is the 
result. It is obvious that the costs of delivery must be greater when 
a large number of roundsmen are serving the same street ; and the 


273 


costs of equipment, premises and labour, and of balancing supplies, 
must all be higher with, say, ten 15 gallon rounds than with one 
150 gallon round. We have been furnished by the English Board 
with particulars for a number of towns from which it appears that 
large numbers of retailers must have rounds of considerably less than 
20 gallons and some of them rounds of 10 gallons or less. We 
understand that these conditions are not confined to any particular 
part of the country. 


By way of contrast, we have been informed by the Northern 
Co-operative Society, Aberdeen, that they deliver an average of 
about 140 gallons on their rounds, each of which is served by a 
single van attended by a roundsman and several boys. It is under- 
stood that the total costs of distribution of this Society, which 
pasteurises and bottles the whole of its supply, do not exceed 6d. 
per gallon. This low cost is ascribed to the large turnover, to the 
large gallonage delivered per round, to the system of pre-payment in 
use, to the practice of giving only one regular daily delivery and to 
the fact that some 20 per cent. of the milk is fetched by customers. 


While we have not made any detailed inquiry into the conditions 
of retail distribution, these figures suggest that a considerable 
reduction in costs might be obtained by the elimination of redun- 
dant units.* The very existence of these unnecessary units serves 
to keep up the margin and tends to increase it. Because of the high 
costs caused by the duplication of services, many individual dis- 
tributors are able to show that they need the present margins, or 
even greater margins, in order to make a reasonable profit. But the 
effect of any increase in margins must be to attract still more units 
into the business and so to create a vicious circle. 


Proposals of Scottish distributors.—While the unsatisfactory 
features of the distributive organisation were referred to by many 
witnesses, very few of them offered definite suggestions as to the 
steps that should be taken to improve the situation. Some import- 
ant positive proposals prepared by the Scottish Milk Trade Federa- 
tion were, however, laid before us by the private distributors’ 
associations represented on the Permanent Joint Committee under 
the main Scottish scheme. 


These proposals envisaged the establishment of a statutory 
Distributors’ Board and a Joint Milk Council similar to that recom- 
mended by the Grigg Commission. One of the functions of the 
Distributors’ Board would be to organise distribution so as to 
eliminate the present wasteful competition in the distributive trade. 
A comprehensive system of lcensing was suggested, which would 
be carried out under the direction of a “‘ Licensing Court ’’ including 
in its membership the independent members of the Joint: Milk 


* The Report of the Committee of Investigation for England on the 
complaints made against the Board’s contract. for 1935-86 contains some 
interesting passages bearing on the costs of distribution ; see, in particular, 
pages 19-23. 
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Council. Four different types of licence would be issued : one cover- 
ing all phases of distribution and manufacture, another in respect 
of wholesale and retail distribution, a third for retail distribution 
only, and a fourth for the manufacture and sale of milk products. 
Without a licence no one would be permitted to engage in the 
distribution or manufacture of milk. In the first instance all 
applications for a licence received before a specified date would be 
granted automatically, but subsequently the issue of fresh licences 
and the renewal of licences would be at the discretion of the Licens- 
ing Court. 

Under this plan the Distributors’ Board would be responsible for 
zoning the area controlled by it and for formulating proposals to 
reduce the number of unnecessary or redundant businesses in any 
zone by the purchase of licences. Subject to the approval of these 
proposals by the appointed members of the Joint Milk Council, the 
Distributors’ Board would proceed to negotiate with licence holders 
for the purchase of their licences. A licence holder would not be 
under any obligation to sell, but where a licence was sold, it would 
be cancelled. To finance this project, all distributors would be 
required to make a contribution to the Board on the gallonage 
handled by them at a rate per gallon approved by the appointed 
members of the Joint Milk Council. 

Tt is interesting to note that certain of the features of these pro- 
posals are already incorporated in systems of milk supply organisa- 
tion which are now in operation in a number of towns in the 
Dominions and in foreign countries. 


The essentials of reform.—T'he purely technical aspect of re- 
organising the liquid milk supply service on a more efficient and 
economical basis does not appear to present any insuperable diffi- 
culties. The main objectives appear to be, first, to secure economies 
in country assembly and transport; secondly, to concentrate in 
wholesale depots as many as possible of the operations involved in 
preparation for urban delivery; and thirdly, to prevent wasteful 
methods of retailing. It is the practical measures by which the 
necessary reforms should be secured that constitute the difficult 
problems. 

The milk marketing Boards already possess powers which, if 
they could use them without regard to effects on individual producers 
and on other interests, would enable them to go some distance 
towards bringing about certain of the desired changes. They 
could, for example, refuse licences to country depots which were 
inappropriately placed for supplying the lhquid milk market, and 
they could themselves establish depots where such facilities are 
needed but do not at present exist. They could also refuse direct 
contracts to producers situated near depots whose supplies could 
most conveniently be sent forward in bulk. Similarly the Boards 
might themselves set up town wholesale depots where the present 
wholesale organisation is defective; and where adequate depot 
facilities were available, they could refuse direct contracts to 
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retailers and thus concentrate the whole supply through the town 
depots. It is clear, however, that action by the Boards on lines 
such as these would be disturbing to a number of existing interests 
and that there would be serious grounds for complaint if wide 
powers affecting all branches of the milk industry were operated by 
Boards which are representative only of one branch. 

There are several other ways in which the problem of organising 
the wholesale side of distribution might be approached. Hor 
example, public utility undertakings (on which distributors them- 
selves could be represented, or which might even consist of amalga- 
mations of existing businesses subject to suitable control) might be 
set up with responsibility for either country or town depots or 
both; or monopolies might be given to private companies under 
the direct supervision of some such body as the permanent Milk 
Commission ; or, again, many progressive municipalities might be 
prepared to provide wholesale services in their areas. 

As far as retail distribution is concerned, there are a number 
of relatively minor reforms which could be carried through at 
once with the object of reducing costs. The number of daily 
deliveries might be limited to one, as is already the case in many 
areas, with special provision for those consumers who were pre- 
pared to pay extra for more frequent deliveries. One result of 
this would be to reduce the demand for the relatively expensive 
half-pint bottle. It is possible that a change of this kind might 
be a little disturbing to housewives at first; but no serious diffi- 
culty should arise, since milk, if produced and kept under hygienic 
conditions, will remain sweet for several days. The method of 
prepayment, with or without the issue of tokens or tickets, might 
be introduced ; or direct sales over the counter might be encouraged 
by a suitable price differential. Measures such as these could be 
appled immediately and voluntarily, and they would bring some 
amelioration of the position. 

If the wholesale organisation were rationalised, so that processing 
and bottling were centralised, the next important objective would be 
to prevent the unnecessary multiplication of retail services. This 
might be done by allotting zones of distribution to retailers and by 
encouraging the amalgamation of rounds. Since such measures 
would restrict competition and limit the consumer’s choice of 
supplier, it would be necessary to afford safeguards to the consumer 
and, especially, to ensure that all milk reached a high standard of 
cleanliness and quality. These points could not be met unless milk 
for liquid consumption had to be sold under prescribed grades and 
these were effectively controlled. A comprehensive and efficient 
wholesale organisation, by means of which an adequate grading 
system could be operated, would therefore be essential before retail 
distribution could be reorganised on the lines suggested. 

Under a system of zonal distribution the number of roundsmen 
serving each zone would be limited. The actual business of house- 
to-house delivery could be undertaken by small independent traders 
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or by branches of larger firms. In some cases there might be 
advantages in the former. In towns where the proportion of distri- 
butors to the population was large, however, it would be desirable, 
where possible, to bring about amalgamations of rounds, so that 
the average retailing unit would be larger. Not only would savings 
in actual cost be achieved, but it is reasonable to expect that, with 
a larger turnover, each retail unit could work to a smaller margin of 
profit ; and it may be noted that any increase in consumption would 
reinforce this effect through its influence on average turnover. 

If it were decided that some reduction in the number of retailers 
must be secured, there are several courses that might be taken. As 
a first step it would be feasible to fix standards governing such 
matters as equipment and methods of handling and, by raising the 
standards gradually, to remove the least efficient units from the 
trade. ‘Though indirect action on lines such as these would be 
helpful, it would not necessarily contribute greatly to lower costs. 

The systematic reduction of the number of retail distributive 
units would seem to call for a plan having as its specific objects the 
closing down of redundant businesses, or their amalgamation with 
others, and the control of the entry of newcomers into the trade. 
All distributors would have to be licensed, and the independent 
authority made responsible for licensing would refuse to issue new 
licences unless it were satisfied that the additional services were 
needed. Under any such scheme the special! position of producer- 
retailers would require consideration. There appears to be no 
fundamental reason why the retail business of a producer should 
not be subject to licensing regulations similar to those governing 
other retail businesses. Similarly, producer-retailers might under 
certain conditions amalgamate their distributive rounds with 
advantage to themselves and to the industry generally. 

The zonal system which was proposed by Scottish distributors is 
based upon the principles of licensing and of the elimination of 
unnecessary units which we have described. The suggestion made 
to us was that these principles should be applied by distributors 
themselves under independent supervision, but there are other ways 
also in which they might be applied. It may eventually be found 
that more drastic measures are needed. We have suggested that, 
in the wholesale field, a solution of the present difficulties might 
be found in the direction of public utility undertakings, or local 
monopolies under independent control, or municipal enterprise ; and 
the possibilities of these may need to be considered also in relation 
to retail distribution. 

The need for reorganising assembly and wholesale distribution 
on a major scale is apparent ; but any general scheme of reorganisa- 
tion must raise issues of great complexity. Detailed investigation is 
therefore necessary before the lines on which the changes should 
take place can be laid down. We accordingly recommend that the 
permanent Milk Commission should undertake this investigation 
and report on the whole question of the organisation of the milk 
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supply service, with particular regard to the economies that could 
be expected, the type or types of organisation that would be re- 
quired for both wholesale and retail distribution, and the problems 
of equity involved. 


(iii) Manufacture. 


While the prices of butter and cheese remain at or about their 
present levels, the production in Great Britain of milk for manu- 
facture into these products cannot be generally remunerative. 
Nevertheless there is no doubt that manufacture must continue. 
In the first place, our proposals do not contemplate a decrease in 
the volume of production; consequently the surplus beyond the 
requirements of the liquid market must still find an outlet in manu- 
facture. Secondly, a reserve must always be allowed for the liquid 
milk market, and if the demand for liquid milk expands the reserve 
will have to expand with it. Thirdiy, any large and immediate 
reduction of manufacture would create grave disturbance of existing 
interests. Finally, it may be decided that the production of manu- 
facturing milk should be continued, as a matter of Government 
policy, in the interests of agriculture, or of the manufacturing 
industry, or in the general national interest. 

So far as can be foreseen, there is every prospect that some part at 
least of the milk used for manufacture will continue to be disposed 
of at a price lower than that payable to the producers of it. The 
loss must be borne either by the State, or by producers, or by liquid 
milk consumers, and it is therefore imperative that both manufacture 
and the marketing of manufactured products should be organised as 
efficiently as possible, in order to reduce that loss to the minimum. 


Manufacturing technique.—Consideration should be given to the 
_ question of whether the technical efficiency of manufacture is not 
capable of improvement. It is a striking fact that, after making 
allowance for exchange rates, the price paid for milk by creameries 
in Denmark in 1935 averaged 5-.58d. per gallon. The great bulk 
of this milk is used in making butter, and the value of the remainder 
appears also to be governed by the butter price. Further, the 
Danish producer is entitled to the skim milk derived from his 
supplies. On the other hand, the average price realised in 1935 
for milk sold for butter manufacture in England and Wales was 
4-Old. per gallon, and it is maintained that supplies at this price 
did not afford manufacturers more than a reasonable margin of 
profit. 

It is true, of course, that the Danish dairying industry is based 
primarily on manufacture, chiefly by co-operative undertakings. 
As a result a number of economies can be effected which might not 
be obtainable under conditions prevailing in Great Britain. Never- 
theless it is possible that a survey of factory methods in Great 
Britain would reveal wide differences in the efficiency of manufac- 
ture. It ig not only a matter of costs, but also of the quality, and 
thus the value, of the finished product. We consider that the 
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question of manufacturing efficiency, which should be regarded as 
including such matters as the location of factories, requires careful 
investigation and that the Milk Commission might initiate inquiry 
in this direction. 


We have felt unable to urge the encouragement of farm butter- 
making, partly on account of the problem of administration and 
partly because, in general, it should be possible to produce stan- 
dardised butter of high quality more efficiently under creamery 
conditions. These objections would not arise, and yet there would 
be less incentive to sell the milk off the farm, if arrangements 
could be made for cream to be separated on the farm and sold to 
the Boards for manufacture into butter at prices that would give 
producers approximately the same net returns as they would receive 
from the sale of milk. It is understood that the system of collecting 
farm-separated cream for making into butter is widely and success- 
fully operated in New Zealand and that its application to the 
conditions of this country has already been given some consideration 
by the Boards. We suggest, however, that the possibilities offered 
by a system of this kind might be worthy of further exploration. 


Utilisation of by-products.—An allied subject which should be 
re-examined by the Boards and the Commission is that of the 
utilisation of the by-products of manufacture. In Chapter 10 we 
expressed the opinion that the most economic use for skim milk, 
especially, is in feeding to livestock, but we drew attention to 
certain technical difficulties which arise when manufacture is con- 
centrated in factories. These difficulties would be entirely avoided 
if it were found possible to arrange for the separation of cream on 
farms; but even if that were not found practicable, it should still 
be possible to arrange for the return of pasteurised skim milk to 
farms, as 1s done in a number of other countries. 


The provision of skim milk for stock feeding is of great import- 
ance from the ‘point of view of the livestock industry. It is 
a disadvantage of the schemes, under existing arrangements, that 
the quantities of whole or skim milk used for stock feeding are liable 
to be reduced as a result of the increased sales of milk off farms. 
Any such change in farming practice will react adversely on the 
quality and quantity of livestock produced. There is already some 
danger that the future supplies of dairy and beef cattle may be 
affected; and the pig industry may also suffer as a result of a 
reduction in the supplies of skim milk available to feeders. It is, 
therefore, very desirable that the problem of disposing of by-products 
should be considered from the point of view of farming economy as a 
whole, and not from that of dairy farming alone. 


Marketing of milk products.—It is clearly desirable also that the 
markets for the higher-priced products should be fully exploited. 
To this end we have recommended that the Commission, in fixing 
prices for manufacturing milk, should use its discretion to modify 
the system of realisation values so as to give more encouragement 
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to the production of the commodities returning the highest 
prices for the milk used in them. Cream seems to us to 
be an example of a product whose consumption might be greatly 
expanded with advantage to producers and manufacturers, as well 
as to consumers. The limiting factor here appears to be the high 
retail price. 

In recent years distributors have shown some tendency to develop 
the sale of cream by selling ‘‘ half ’’ cream and “‘ coffee ’’ cream 
at lower prices; and we have been furnished with details of cases 
in which a heavy reduction in the distributive margin on ordinary 
cream was made with satisfactory results to the distributor because 
of a greatly increased turnover. But in general the retail price of 
cream is out of all proportion to the price of the milk from 
which it is obtained, and the high price must greatly restrict 
demand. We recommend that the Commission should carefully 
consider the means by which a reduction in the retail price 
of cream could be secured. This would become much easier if com- 
pulsory standards for cream were introduced; and we understand 
that the introduction of such standards has for some time been under 
active consideration. 


We have stressed elsewhere the importance of preventing the 
waste of skim milk, but we wish also to point out that this by- 
product is a valuable foodstuff for homan consumption. Any action 
which would tend to make it less readily available to consumers is 
to be deprecated. 


The marketing of home dairy produce generally is haphazard 
in comparison with that of imported products. The application of 
quality standards for butter, cheese and cream should make it 
_ easier to provide buyers with regular supplies of consistent quality 
and so should assist materially in strengthening demand. National 
Mark grading schemes for several varieties of cheese and for 
creamery butter have been introduced in recent years. The exten- 
sion of grading on the present voluntary basis, or, better still, on a 
compulsory basis under a milk products marketing scheme, should 
be of great help to the home industry. 


(iv) Consumption. 

To increase the consumption of liquid milk is one of the main 
objects of our recommendations, and the method by which this 
should be achieved consists primarily in the lowering of liquid 
milk prices. In expressing this view we do not lose sight of the value 
of educational propaganda. But this aspect of the subject is already 
recelving so much attention that it seems unnecessary for us to 
dwell upon it. If, however, it is to be fully effective it must, in 
our opinion, be coupled with attractive prices. 


Economies in production, transport and distribution should, in 
due course, lead to reductions in the price paid for milk by con- 
sumers. But in order to obtain an immediate lowering of this price, 
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we have proposed a policy of assistance from State funds. This 
consists of two parts, which differ essentially in principle. One is 
that the liquid milk market generally should be relieved of the 
burden placed upon it by the production of milk for manufacture. 
The other is that, as a measure of social policy, the State should 
subsidise the supply of liquid milk to some of those sections of the 
community who are most in need of it. In the following para- 
graphs we offer some suggestions in the latter respect and regarding 
price differentiation generally. 


Differential prices to purchasers.—Quite apart from the pro- 
vision of subsidised milk to special groups, a system of differential 
prices might prove to be justifiable on purely commercial grounds. 
It is a common practice in the marketing of certain commodities to 
charge differential prices, adjusted to the strength of the demand 
from different sections of consumers, with the object of increasing 
the total net revenue from sales. In milk marketing there is 
already differentiation between liquid and manufacturing markets 
and further differentiation between the various manufacturing 
outlets. There is no obvious reason why some limited system of 
differential prices should not be feasible in the marketing of liquid 
milk. 

It would be undesirable, however, that the stronger sections of 
demand should be exploited on the principle of ‘‘ charging what the 
traffic will bear.’’ The highest price should be the price fixed on 
the principles we have suggested; and any differentiation should 
be in a downward direction from this. In order to be justified as a 
business venture under these conditions, a differential price system 
would have to divert milk from the manufacturing to the liquid 
milk market in sufficient quantities to increase the total net revenue 
from the sale of milk. 

If it can be shown to be profitable on purely commercial considera- 
tions to sub-divide the liquid milk market in this way, the State 
would, under our proposals, have an added interest in encouraging 
a system of differential prices. For besides increasing the con- 
sumption of liquid milk, which is desirable on grounds of general 
policy, a system of differential prices would then also reduce the 
amount of subsidy required in order to maintain a given level of 
producers’ prices. 

The success of any differential price system, whether subsidised or 
not, must depend, in the first place, on how far those consumers 
whom the price reduction is intended to attract are actually induced 
to increase their purchases. If the buying habits of these consumers 
are to be influenced to any marked extent, a considerable reduction 
from the normal retail price would probably be necessary. In many 
cases, if no subsidy were available, it would only be practicable to 
make a sufficient reduction if substantial economies could be made in 
distribution. 

Secondly, a differential price scheme, whether subsidised or not, 
must depend for its success on the administrative conditions; that 
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is, on how far it is possible in practice to prevent those consumers 
who are not intended to benefit by the scheme from buying at the 
lower price. The method of distribution is, again, important in this 
connection. 

We have given some thought to the possible methods of operating 
differential price schemes, both on a subsidised and on a self-support- 
ing basis. They appear to fall into three general types. 


Differentiation by groups.—In the first place, sales might be made 
at special prices to clearly defined groups of consumers. A working 
example of this is the Milk-in-Schools scheme, the scope of which 
might be still further extended. Other groups to which milk at 
special prices might suitably be made available on grounds of social 
policy (and therefore on a subsidised basis) are children under 
school age and nursing and expectant mothers. Groups among 
which the sale of milk at special prices might profitably be developed 
on a commercial basis are workers in mines, factories and offices, 
the milk being consumed at their working quarters and not in their 
homes. 

Where the special groups can be segregated, as in the case of 
schools, factories or clinics, the administration of a differential price 
system is comparatively simple; further, considerable economies 
are possible in distribution, and the sales at the special prices are 
not likely to have much restrictive effect on domestic consumption. 
Where the special groups cannot be segregated, distribution through 
the normal channels of trade would have to be controlled through 
some system of registration or by the issue of vouchers, and there 
might be some consequent reduction in the quantity purchased 
at the normal price. 


Differentiation by areas.—A second possibility would be to arrange 
for specially reduced prices in particular areas. This system would 
hardly be equitable as a basis of subsidised differential prices ; but 
it might well be good business to charge prices rather below the 
normal in certain areas, e.g., in depressed industrial districts in 
which it is known that consumption is now subnormal, if the local 
distributors could be persuaded to make some reduction in their 
margin, as would seem reasonable in view of the prospect of obtain- 
ing increased sales. 


Differentiation according to distributive services.—The third 
method of working a differential price system is to discriminate 
between buyers simply by charging a lower price for a less elaborate 
distributive service. Differentiation on these lines would not, of 
course, segregate consumers strictly according to their capacity to 
pay ; but on the whole it is probable that most persons who chose 
to buy at the lower price, if it were coupled with a much simpler 
distributive service, would be those who cannot afford to buy 
sufficient milk at present prices. 

Our recommendation to free retail prices might have some in- 
fluence in this direction. It is possible that, as a result of it, milk 
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might be sold more cheaply over the counter than if delivered, 
on account of savings in distributive costs. From evidence we 
have received it seems doubtful whether the saving in costs would 
be considerable ; much would depend on the volume and regularity 
of the sales from the shops. Unless, therefore, arrangements 
could be made also for the shop-counter supplies to be purchased 
at a wholesale price below the ordinary wholesale price, the amount 
of differentiation in the retail price would probably have to be 
small; and on the other hand, administrative difficulties would 
arise if retailers were able to buy at two levels of prices, one being 
applicable to milk for sale over the counter and the other to milk 
to be delivered. 

The most practicable system would probably be to concentrate 
all sales of low-priced milk at selected shops or depots. If these 
sold milk at cheap rates only over the counter it would be possible 
to supply them at_special wholesale rates. If, however, they were 
to undertake the supply of milk at cheap rates side by side with 
their delivery business, they might be required to pay the normal 
wholesale price for the whole of their supplies, but be given an 
annual grant on condition that they sold over the counter at a fixed 
low price and advertised prominently in the shop window that 
they were doing so. The amount of the payment need not be the 
same for each shop; it could be varied according to the size and 
situation of the shop, that is to say, according to some general 
estimate of the volume of trade in milk which the shop might 
expect. Furthermore, the shops in any particular neighbourhood 
might be asked to tender, in other words to state the annual sum 
in consideration for which they would be prepared to sell their 
milk at a lower price over the counter. These tenders could then 
be considered in the light of the size, character and locality of each 
shop, and the most favourable among them could be accepted. 

If the price fixed for milk bought over the counter were very 
low, safeguards might have to be introduced with the object of 
preventing the purchase at such shops of large quantities of milk, 
not for consumption by the persons purchasing them, but for re- 
distribution at a profit. But the probability is that the price would 
not be low enough to encourage this: any person wishing to re-sell 
would do better by buying on wholesale terms. 

Whether the lower retail price was made possible by a reduction 
in the wholesale price or by an annual payment to the shops con- 
cerned, the system of distribution suggested above might be worked 
either as a special social service with the aid of State subsidies, or 
purely as a business enterprise financed by a Board. 

Experiments in differential prices.— We recommend that the Milk 
Commission should carefully examine these and other possible 
systems of differential prices, both of the subsidised and of the 
strictly commercial type. Without expressing any opinion as to 
the prospects of success of schemes on such lines as we have sug- 
gested, we consider it most desirable that experiments of this kind 
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should be made in order that the possibilities and limitations of 
differentiation may be made clear. Much will obviously depend 
on the public response to these experiments. 

With certain types of schemes (e.g., the Milk-in-Schools scheme) 
the administrative conditions would be fairly simple, and a scheme, 
when decided upon, could at once be generally applied. But in 
other cases it might be necessary to make local experiments before 
schemes could be approved for more general application. We 
recommend that the Commission should assist in the planning and 
conduct of such experiments and should advise on future action 
in the light of their results. In this, as in other questions, the 
Commission would be in the closest possible consultation with the 
Boards. If a system were to be on a subsidised basis and were 
therefore to be regarded as a social service, the Government might 
themselves wish to take the final decision as to what groups should 
benefit ; but they would no doubt act in close co-operation with the 
Commission. 

Any action that can be taken to increase liquid milk consumption 
will effect a transfer of milk now sold for manufacture at subsidised 
prices; and even if the greater consumption of liquid milk has 
to be secured at some cost to the State, the transfer may still 
constitute a definite gain from the national point of view. 


CHAPTER 30.—SUMMARY AND CONCLUSION. 


(i) Summary of Recommendations. 


In this final Chapter we bring together the principal recommen- 
dations that we have made regarding the organisation of the milk 
industry, but in a somewhat different order from that in which they 
_ have been presented in the body of the Report. 

We do not attempt to summarise the reasons for these conclusions. 
But it is perhaps desirable to repeat that the objective throughout 
is to provide the central machinery for the development and control 
of a national milk policy based upon the expansion of the liquid 
milk market, the economical production and distribution of the 
nation’s milk requirements and the fair remuneration of all sections 
of the industry. 


(a) The Milk Commission. 


We recommend (page 240) the establishment of a permanent Milk 
Commission, consisting of a Chairman and four other members, 
appointed jointly by the Ministers responsible for agriculture in 
England and Wales and in Scotland, after consultation with the 
Ministers responsible for the other interests affected (page 243). 

The proposed Commission will become a central authority for the 
milk industry as a whole and as such will advise the Government 
on questions of milk policy (page 239). The Commission will be 
independent and impartial, but will, of course, operate in conformity 
with Government policy. Its chief functions, in collaboration with 
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the producers’ Boards and the organisations representing other 
interests, will be to plan a production policy capable of meeting the 
nation’s needs and to implement that policy through the medium 
of prices, and to frame measures for stimulating the consumption 
of liquid milk. It will administer any funds made available by the 
Government for the assistance of the industry (page 241); it will 
fix both producers’ prices and buying prices (page 240) ; and it will 
be responsible for the co-ordination of the various interests concerned 
and for promoting the general progress and welfare of the industry. 
The administrative expenses of the Commission, including the 
salaries of the Chairman, the other members and the staff, will be 
borne either as a first charge upon the Government fund which it 
will administer, or as a separate item in the vote of the Ministry 
of Agriculture and Fisheries (page 244). 


The Commission will submit annual reports to Parliament, 
through the appointing Ministers, and will be free to make repre- 
sentations to the Government on any matter connected with the 
milk industry. It will be available to furnish advice or special 
reports if so requested by Ministers (page 242). 


(b) The Producers’ Boards. 


Functions of the Boards.— We recommend that producers’ Boards 
should continue to form an important integral part of milk market- 
ing organisation. Apart from the important alterations in the 
pooling system involved in the new price-fixing proposals, the 
general executive functions of those Boards will remain practically 
untouched (page 247). It will be their duty to collate information 
and statistics and, on the basis of these, to submit to the Commission 
detailed proposals as to prices and contract terms. The legal pre- 
scription and the enforcement of the prices and terms of contracts 
approved by the Commission will also remain with them. They 
will represent producers corporately and keep them informed of their 
current obligations and rights. They will collect payments from 
buyers of milk and pay producers the prices fixed by the Commission. 


The Boards will possess financial autonomy in regard to their 
administrative funds (page 248). They will be free to continue 
their manufacturing activities. Under the revised system of allocat- 
ing transport charges mentioned later, it will be possible to reduce 
transport, and thus transport costs, to a minimum; and for this 
and other purposes the Boards will need to control the flow of 
supplies. We suggest (page 249) that they should consider the 
desirability of introducing the ‘‘ revolving fund ’’ method of capi- 
talising their assets. 


Constitution.— We recommend (page 251) that there should be 
two milk marketing schemes in Great Britain, one for England and 
Wales and the other for the whole of Scotland. For administrative 
purposes scheme areas should continue to be sub-divided into regions. 
We do not suggest any changes in the boundaries of the regions 
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in Hngland and Wales ; we have put forward suggestions (page 252) 
for the regional division of Scotland. 


We propose (page 254) that the English Board should consist, 
as at present, of 17 members, 12 of whom would be elected by 
the regions. The five remaining members would be co-opted, and 
the Market Supply Committee should be consulted in the selection 
of three of these members. The Scottish Board should consist of 
11 members, eight elected by regions and three co-opted ; and the 
Market Supply Committee should be consulted in the selection of 
two out of the three co-opted members. 


We recommend (page 256) that the postal vote should be used 
in all elections of members to the Board and to the regional com- 
mittees ; and we make some further proposals for amendment of 
the present electoral procedure. We suggest (page 255) that in the 
selection of co-opted members consideration should be given to 
the interests of any groups of producers who may not be sufficiently 
represented on the Board. 


We recommend (page 259) that, instead of general meetings of 
all producers registered under a scheme, general meetings should be 
held within each region, followed by a meeting of the committees 
for all the regions within each scheme area. ‘These joint meetings 
of regional committees will be responsible for approving accounts, 
determining the remuneration of the Boards and dealing with reso- 
lutions sent forward from the regional general meetings. We also 
propose (page 257) that greater use should be made of the regional 
committees in the administration of the schemes. We recommend 
that each Board should be required to set up a producer-retailers’ 
advisory committee (page 257). 


- Go-ordination.— We recommend (page 263) the establishment by 

the two Boards and the appropriate authorities in Northern Ireland 
of a standing Co-ordination Committee consisting of four repre- 
sentatives of the English Board, three of the Scottish Board and two 
of Northern Ireland, with an independent chairman chosen by the 
members. We suggest that there should be close collaboration 
between this Committee and the Commission. 


(c) Fixing of Prices. 
The two general principles which should govern the fixing of milk 
prices are :— | 

(1) that both producers’ prices and buying prices should be 
adjusted according to a defined policy and their levels deter- 
mined, not by a process of bargaining, but on the basis of past 
experience and future estimates (pages 219 and 229) ; 

(ii) that the Boards and the appropriate organisations of 
other parties interested should submit detailed proposals as 
to prices to the Commission, but that the prices to be prescribed 
by the Boards should be determined by the Commission 
(page 240). 
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We have thought it undesirable to provide for any appeal to a 
higher tribunal against the terms fixed by the Commission (page 
241). 

Producers’ prices.—We do not favour any form of direct quanti- 
tative control of production or sales. We recommend (page 220) 
that prices to producers should be fixed in advance for the several 
regions at levels estimated to be sufficient to bring into the market 
the quantities of milk required from those regions. ‘The prices pay- 
able to producers will thus continue to vary according to regions. 
These prices will not be affected by changes in the proportions of 
the regional output sold respectively for liquid consumption and for 
manufacture. In the first instance the requirements from each 
region should not be less than its current volume of production. 
The long-term aim, however, will be to encourage production in 
those regions where milk can be most economically produced, though 
this aim should be pursued gradually in order to give full time and 
opportunity for the necessary adjustments to be made. 

Quality bonuses will be payable to all producers attaining pre- 
scribed standards, whether or not all of the milk of the higher grades 
can be sold at higher prices (page 222). Producers’ prices will 
thus vary according to quality. They will also vary seasonally in 
order to encourage the measure of levelness or seasonality of supply 
that the Commission’s production policy requires (page 221). 

A small allowance will be made for administrative expenses before 
producers’ prices are fixed. The regional prices announced in 
advance will then be subject only to deductions on account of trans- 
port (page 224). Level delivery premiums paid by a buyer should 
accrue to the individual producer supplying him only if the whole of 
that producer’s sales are made on level delivery terms; otherwise 
they should accrue to the Board. Premiums for other special 
services should continue to be payable, in addition to the regional 
price, to those producers whose contracts with their buyers provide 
for them (page 222). 

Producer-retailers’ contributions.—We recommend (page 225) 
that the contributions payable in respect of their retail sales by 
those producer-retailers who dispose of their surpluses through the 
Boards by selling them on open contracts should consist of the 
small levy for administrative expenses, the levy for those quality 
bonuses for which producer-retailers will be eligible, and approxi- 
mately seven-eighths of the sum (contained in the selling price 
of liquid milk) representing, in effect, the contribution per gallon 
of liquid milk towards the loss sustained in disposing of the 
reserve to the hquid milk market. The contribution of those 
producer-retailers who sell milk only by retail, or only by retail 
and on wholesale contracts carrying level delivery premiums, should 
be reduced by the amount of the normal level delivery premium. 
In both cases the contribution, which should be rounded off to a 
convenient figure, should be at a flat rate throughout the year 
and for each scheme area as a whole. 
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Producer-retailers who sell by wholesale, but only on contracts 
carrying level delivery premiums, should be entitled to receive the 
premiums paid by their buyers. Ali producer-retailers should be 
eligible for quality bonuses corresponding to those at present pay- 
able on Accredited milk under the English scheme. 


Producer-wholesalers.—We consider it undesirable that the 
prices payable to producers should be differentiated according to the 
size of their buyer’s business, and we recommend, therefore, that 
producer-wholesalers, for whom special provision is at present made 
in two of the Scottish schemes, should cease to be treated as a 
special class of producers (page 227). 


Wholesale prices of liquid milk.—The liquid milk market should 
be relieved of the burden of loss sustained on the sale of surplus 
milk for manufacture. We recommend (page 211) that this burden 
should be taken over by the State. 

In principle the only loss that the liquid milk market should be 
required to bear in respect of surplus supplies is that sustained 
in disposing of the reserve necessary to assure the liquid market of an 
adequate supply at all times. In practice, however, if State grants 
were insufficient to cover the whole of the loss in disposing of sur- 
pluses, wholesale buying prices of liquid milk would have to be 
fixed at such a level that the income from its sale, together with 
receipts from other sources, would meet the payments due to 
producers (page 231). 

There should be power to fix wholesale prices at different levels 
in different regions and also to vary prices according to quality 
grades (page 232). ‘The price should in all cases be a delivered 

rice. 
: In addition to the normal buying price, level delivery premiums 
at a rate set out in the contract should be payable by buyers requir- 
ing level supplies. The amount of any premiums for other special 
services should be a matter for individual arrangement between 
producers and buyers concerned (page 238). 

Wholesale prices of milk for manufacture.—We recommend 
(page 233) the continuance of the method of fixing prices for 
manufacturing milk by reference to the realisation value of the 
manufactured products; and we propose that, wherever practicable, 
they should be fixed on a formula basis. The prices should be 
related as closely as possible to realisation values, subject to such 
modifications as may be desirable in order to encourage the manu- 
facture of those products yielding the higher returns to producers 
(page 235). 

Retail milk prices.—We recommend (page 235) that, in general, 
neither retail prices nor distributive margins should be fixed, but pro- 
vision should be made for maximum retail prices to be fixed by the 
Commission for any area in which an unduly high price was main- 
tained, and for these prices to be enforced by the Boards through 
their contracts. We make proposals (page 236) designed to reduce 
the possibility of intermittent price-cutting. 
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(d) Government Assistance. 


We recommend (page 210) that financial assistance should be given 
by the Government to encourage the consumption of liquid milk. 
Any money which the Government are prepared to allocate for this 
purpose should be used in relieving the liquid milk market from 
any burden in respect of surplus milk and in providing supplies 
at specially low prices to those classes of consumers which need 
milk most. 

We estimate (page 214) that for the first of these purposes some 
£5 million per annum might be required in the first instance. In 
1934-35 the Government contributed £14 million under the Milk 
Act to make up losses on the sale of manufacturing milk, and an 
addition to this sum of about £3% million might be needed. We 
give reasons for expecting that the annual sum required will be 
less in future years (page 215). 

As regards the special reductions to consumers, we suggest 
(page 280) certain lines of approach but do not put forward detailed 
plans or suggest the amount of public funds that should be made 
available, since these are matters of social policy which are beyond 
the scope of our inquiry (page 218). 


(e) Transport and Distribution. 


Transport and transport charges.—We recommend (page 224) 
that, as a corollary of pooled returns from the sale of milk, transport 
charges should be pooled on a zone basis. ‘The Boards would assume 
hability for all transport costs and would recover the money by 
deductions from individual producers assessed according to the zone 
in which their farms were situated. Producers near the main 
markets would be liable to smaller deductions, and thus would 
receive higher net returns, than those less favourably placed. We 
have indicated the general principles on which provision should be 
made in the schemes for systems of zoned transport charges. 

This system of allocating charges for transport will, under the 
proposed price structure, enable the Boards to re-arrange contracts, 
in order to reduce unnecessarily long hauls or cross transits, without 
affecting the returns to individual producers. 

Reorganisation of distribution.—We recommend (page 276) that 
the permanent Commission should make a detailed investigation 
into distributive organisation. In general, we consider that, as 
soon as possible, all urban markets should be supplied through 
town wholesale depots ; that where such depots are at present lacking 
or are insufficient to meet local needs, new depots should be set up ; 
that all processing and bottling of milk should be centralised in these 
depots ; and that country collecting depots should be established or 
maintained only where they are necessary to the organisation of 
supply. 

The organisation of the wholesale trade and the standardisation 
of supplies are necessary preliminaries to the lowering of the costs 
of distribution on any satisfactory basis (page 274). We make 
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certain tentative suggestions (page 275) as to the manner in 
which reforms in the retail trade might be brought about, if 
necessary, when the preliminary conditions have been fulfilled. 


({) Additional Recommendations. 

Improvements in production.—The Commission should encourage 
efforts to lower the costs of production through improved methods, 
and price differentials should be used to provide suitable incentives 
to higher standards of quality and cleanliness in milk production 
(page 269). The problem of eliminating tuberculosis among cattle 
calls for early consideration (page 270). 

Grades and grading.—We think it is important to secure uni- 
formity in the administration of regulations governing grades and 
grading ; and we urge (page 270) that early consideration should 
be given to the possibility of instituting a central veterinary service 
with responsibility for the supervision of the enforcement of these 
regulations. 

Efficiency of manufacture.x—The Commission should consider 
methods of increasing efficiency in the manufacture and marketing 
of milk products (pages 277-8). This is an immediate concern of 
the State so long as direct or indirect assistance is given by the 
Government to reduce the loss on milk sold for manufacture. The 
standardisation and improvement in the quality of milk products, 
the disposal of by-products and the development of the market for 
cream are all subjects which deserve early attention. 

Stimulation of consumption.—We consider the stimulation of 
milk consumption to be a primary duty of the Commission and of 
the industry. Our proposals would involve a reduction in the retail 
price of milk and this, combined with suitable educational propa- 
ganda, should have a cumulative effect on consumption (page 279). 
We recommend (page 281) that the principle of encouraging con- 
sumption by means of specially low prices, which is embodied in 
the scheme for milk in schools, should be extended to other groups. 
We believe that it is only in this way that an immediate and appre- 
ciable increase can be secured in the consumption of milk by those 
who need it most. We recommend (page 282) that the Commission 
should also examine the possibilities of operating, on a commercial 
basis, a system of price differentiation to consumers. 


(ii) Conclusion. 

From the contacts we have had with representatives of many 
sections of opinion, we are encouraged to hope that the force of the 
arguments which we have endeavoured to present will be appreciated 
by the great majority of producers as well as by the wider public. 
There is, however, a natural disposition on the part of many pro- 
ducers to regard the Agricultural Marketing Acts and the schemes 
approved thereunder as constituting charters specially granted to 
them by Parliament to safeguard and to improve their position ; and 
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it may be, therefore, that some of them will look critically, in the 
first instance, at any proposals which seem likely to modify the 
existing rights and privileges of their Boards. 


We have full sympathy with the determination of milk producers 
to maintain a satisfactory economic position for themselves; but 
criticism of our recommendations based on the ground that they 
will involve the transfer of certain powers would leave out of account 
some of the most important aspects of a complicated problem. The 
milk marketing schemes appear to give very wide powers to pro- 
ducers, acting through their Boards ; but there can be no doubt that 
public opinion would resent any disposition to use such powers 
unreasonably. If organised milk marketing is to remain and to 
develop, it is bound to be on a basis which ensures that due 
consideration shall be given to the needs of all parties to the sale and 
purchase of milk and that decisions on such matters as prices and 
contract terms, by whomsoever they may be made, shall be equit- 
able. The necessity for ensuring to the consuming public an ample 
supply of clean, safe milk at a reasonable price must be the over- 
riding consideration. One essential condition of achieving this 
object is that producers shall be treated fairly, for otherwise the 
milk required would not be produced. But the interest of indi- 
vidual sections must not be permitted to overrule the general 
interest. 


The present form of marketing organisation in the milk industry 
undoubtedly leaves other sections of that industry—and tends in our 
view to leave the general public also—with the impression that the 
interests of producers are allowed to transcend all others. The 
difficulties of the last few years have been due, in part, to the 
buyers’ distrust of machinery which operates primarily through 
the decisions of producers’ Boards and which provides for independ- 
ent intervention only after the event; but we are of opinion that 
they reflect also a popular distaste for an arrangement which appears 
to be even more one-sided than it is. We should regard it as 
unfortunate if it should continue to appear that terms can be im- 
posed by one section of an industry upon all other sections and upon 
the general public: for that could only serve to foster a spirit of 
antagonism and unrest. We feel sure that, from this point of view 
alone, producers have far more to gain than they can possibly 
lose by the establishment of the independent authority which we 
have recommended. 


Moreover, the situation has already become still further com- 
plicated by the action of the Government in providing State funds 
for the assistance of the milk industry. If the Government are 
prepared to assist in stimulating milk consumption, and substantial 
sums of public money are made available for use in a way which 
will benefit milk producers, directly or indirectly, the need for a. 
measure of independence in administration will become even more 
apparent. 
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Finally, a policy aiming at the expansion of milk consumption 
demands a central authority capable, without unnecessary inter- 
ference, of co-ordinating the various sections of the industry, of 
keeping the general position under regular review and of suggesting, 
as may be required, where and how the machinery might be sup- 
plemented and improved. ‘Lhe new central authority must be 


capable of having regard to the proper interests, and enjoying the | 


confidence, of all parties; but its main concern must be the recon- 
ciliation of all interests in the pursuit of the public good. 


We recognise that some of the changes we have proposed are of 
a far-reaching character, and that time will be required to bring 
them into full effect. But for the reasons given above we look 
upon the permanent Milk Commission, with the powers and duties 
we have described, as the keystone of the future structure. An 
independent body of this character seems to us to be a fundsumental 
necessity if the industry is to operate and develop on smooth and 
well-ordered lines. 


It is a tradition of this country to hasten slowly; to see that 
foundation stones are well and truly laid; and to build with care 
and deliberation. We have not proposed changes of importance 
unless we have felt them to be essential. We anticipate that from 
time to time the necessity for further changes will be proved: but in 
what directions these changes will lie it is impossible to forecast. 
In the meantime the changes which we recommend, while pro- 
viding for present necessities, include also the machinery for a con- 
tinuous examination and review of the industry. If the result is, 
as we believe it will be, to encourage a spirit of co-operation and 
goodwill among all sections, we are confident that the way will be 
open to secure from the milk marketing schemes the fullest possible 
advantages not only to producers, but also to the nation as a whole. 
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ADDENDUM BY SIR JOHN ORR. 


I wish to add a note on the public health aspect of the milk 
supply—a subject which is of wider importance than those remitted 
to us in our capacity as an Agricultural Marketing Reorganisation 
Commission. 


Since the Commission was set up, the Advisory Committee on 
Nutrition, appointed by the Minister of Health and the Secretary 
of State for Scotland, have recommended that for public health 
reasons the average consumption of milk by the population should 
be increased from the present low level of less than half a pint 
per head per day to about one pint per head per day. If milk 
consumption amongst the poorest classes of the population were 
raised to this level, the more important deficiencies of their diet 
would be made good, and all the available evidence indicates that 
there would be a rapid and marked improvement in public health, 
especially in the health of the rising generation. 


But many of the medical profession are so impressed with the 
danger of disease being conveyed by milk that they consider making 
the milk supply safe as important as increasing consumption. It 
is estimated that of all deaths from tuberculosis in children, nearly 
a third are of the bovine type, the infection of which is conveyed 
mainly by milk. This and other milk-borne diseases could be greatly 
reduced if urban distribution were organised round central depots 
where the part of the milk supply which is unsafe could be treated 
in accordance with the requirements of the Ministry of Health. 


The reorganisation of the industry needed to make the milk supply 
safe and to increase consumption to the level required for health 
is concerned more with distribution than production, and if rapid 
progress is to be made it will need to be assisted by funds from 
the national Exchequer. ‘The work of reorganisation and the 
expenditure of Government funds on these public health objectives 
could be carried out better by a Corporation responsible to the 
House of Commons, the one body which represents all interests, 
than by marketing Boards responsible only to producers. Such a 
Corporation provided with the necessary funds could take over 
most of the duties of the present Boards, with their assets, liabilities 
and employees, and from the existing organisations gradually evolve 
a national scheme which would make milk safe and available at a 
price within the reach of all classes, and at the same time give 
producers an assured market at a remunerative price. But before 
a Corporation of the kind referred to could be set up, milk would 
need to be taken out of the provisions of the Agricultural Marketing 
Acts, which give producers statutory powers to control the marketing 
of their product. A recommendation to do this would obviously be 
outside the scope of a Commission set up in terms of these Acts. 


The recommendations made in the Report, though they leave 
executive powers in the hands of the producers’ Boards, make 
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provision for the establishment of a national Milk Commission 
which will have the power to fix prices and, it is hoped, will be 
provided with funds to encourage and promote public health re- 
forms through the existing machinery. If sufficient funds be pro- 
vided from the national Exchequer, these recommendations may 
go far to achieve the great national objectives referred to and, 
to that extent, I am in agreement with them and have signed the 
Report. 


The recommendations will form an important step in the right 
direction. But the public health aspect of the milk problem 
may assume even greater importance in the immediate future, and 
it may be found that the recommendations, far-reaching though 
they are, are not attaining the desired national objectives quickly 
enough. For this reason I suggest that the Milk Commission 
proposed to be set up, which will have unique opportunities of 
studying the problems of milk supply and milk consumption from 
all angles, should be specifically enjoined to submit a special 
report to the Government not later than two years after it is 
appointed, showing how far tliese public health objectives have been 
secured and to what extent, if any, further changes of machinery 
are necessary in the public interest; and further, that the Com- 
mission should be free to make such recommendations as they 
may think fit without regard to any existing legislation affecting 
the production and sale of milk. 


JOHN ORR. 
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APPENDIX I 
Tae Mitx Acts, 1934 anv 1936. 


The Milk Act, 1934, came into force on 15th August, 1934. It had as its 
main objects the improvement of the returns to producers from the sale of 
milk for manufacture; improvement in the quality of the milk supply; and 
the promotion of increased liquid milk consumption. Certain of its tem- 
porary provisions were extended, and a number of minor and consequential 
amendments were made, in a further Act which became law on 19th March, 
1936. 

(2) Repayable Advances on Manufacturing Milk. 


The principal Act provided for the payment of advances to milk marketing 
Boards related to ‘‘ standard’’ prices of 5d. in summer (April to September 
inclusive) and 6d. in winter for milk manufactured in Great Britain during 
the two years beginning Ist April, 1934. This period was extended by the 
Act of 19386 for an additional eighteen months, ending 30th September, 1937. 
Sections 1, 2 and 3 of the principal Act provided respectively for advances 
on milk sold by the Boards for manufacture in factories into cream, butter, 
cheese, milk powder or condensed milk, on milk manufactured by the Boards 
themselves into any of those milk products, and on milk made into cheese 
on farms. Milk made into butter on farms was not included. Provision 
was also made under Section 6 of the 19384 Act for payments from the 
Exchequer to the Government of Northern Ireland with a view to securing 
“‘ standard ”’ prices of 5d. and 6d, for milk manufactured into cream and 
butter at registered creameries in Northern Ireland. These payments also 
extend over a period of 34 years. 

The amount of the payment per gallon in Great Britain is limited to the 
difference between the ‘‘ standard price,’’ 1.e., 6d. in winter and 5d. in 
summer, and either the ‘‘ cheese-milk price ’’ or the price realised, whichever 
is the greater. The ‘‘ cheese-milk price ’’ for any month (which is certified 
monthly by the Minister of Agriculture and Fisheries and the Secretary of 
State for Scotland) is the excess over 13d. of the average of the wholesale 
prices per lb. of New Zealand finest white and Canadian finest white cheese 
as sold in Great Britain during the immediately preceding month. The 
price realised for milk depends on the product manufactured, the scale of 
prices being determined by the Boards. No advance can be made in respect 
of any month in which the cheese-milk price equals or exceeds the standard 
price. 

These Exchequer advances are repayable by the Boards under certain 
defined conditions. Repayment by a Board is only to be made if, in any of 
the forty-two months beginning April, 1936, the cheese-milk price should 
exceed the standard price by more than a penny. On every gallon of milk 
used for manufacture* in any such month, payment must be made of the 
difference between the cheese-milk price and the standard price increased by 
1d. A Board does not, however, become liable to repay any sum in excess 
of the aggregate sum which it has received. Furthermore, under the 1936 
Act the products on whose manufacture the advances have been made are 
divided into two groups; butter and cheese on the one hand, and cream, 
milk powder and condensed milk on the other. The lability of any Board 
is limited in respect of either group to the total of advances that have been 
made in respect of that group. 


(it) Improvement in the Quality of the Milk Supply. 

Section 9 of the principal Act provided for improving the quality of the 
milk supply. During a period of four years total sums not exceeding 
£750,000 may be spent for this purpose. Under this Section schemes for 
the elimination of tuberculosis among cattle, generally known as the 


* A special method of calculating the contingent repayment of advances on 
milk used in making cheese on farms is prescribed in the Act. 
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‘‘ Attested Herds ’’ schemes, have been instituted in England and Scotland. 
These schemes provide for a bonus of 1d. a gallon on all milk from an. 
‘‘ attested ’’ herd sold under the marketing schemes. A herd is only regis- 
tered as ‘‘ attested’? when three consecutive tuberculin tests, taken at 
suitable intervals, have revealed no reactors; the tests are repeated at 
intervals. The above-mentioned bonus is, of course, in addition to any 
other bonuses or premiums that may be secured. Provision has also been 
made under Section 9 for research into the reliability of tuberculin tests. 


(iii) The Stimulation of Consumption. 


Section 11 of the principal Act provided for contributions not exceeding 
£1 million towards the expenses of Boards incurred in efforts to increase 
the demand for milk during the period of two years from the date on which 
the first arrangements under this Section were approved. This period began 
on 25th September, 1934, when the English Milk-in-Schools scheme was 
approved. The Act of 1986 extended the period to 30th September, 1937, 
and increased the total permissible expenditure to £14 million. Of the 
£1 million available in the first two years, £860,000 was allocated to England 
and Wales and £140,000 to Scotland. 

Milk-in-Schools schemes.—The greater part of the contributions under 
Section 11 is spent on the Maulk-in-Schools schemes, under which school 
children are able to obtain milk at the special rate of 3d. per one-third-pint 
bottle, equivalent to ls. a gallon. Out of this sum the distributor receives 
6d. For the purpose of calculating the Exchequer contributions, the Board 
is assumed to suffer a ‘‘ loss’’ equal to the difference between the 6d. 
obtained from the sale of the milk and the standard wholesale selling price 
for liquid milk. In fact, of course, only part of the milk sold in schools 
takes the place of milk which would otherwise have been sold at the full 
liquid milk price. The remainder would have been sold for manufacturing 
purposes. The Exchequer contributions to the Board in England in each 
year are at the rate of half the Board’s assumed loss on the first 18 million 
gallons and at a quarter on the remainder, provided the funds suffice. 
Under the Scottish schemes the Exchequer contributions are half the assumed 
loss. 

Nutritional survey.—£5,000 has been allocated for a nutritional survey 
which is being undertaken jointly by the English and the main Scottish 
marketing: Boards to ascertain the effect on the health of the children of 
consuming milk in varying quantities and to obtain evidence as to the relative 
nutritive values of raw and pasteurised milk. The plan of this survey was 
drawn up on the initiative of the Advisory Committee on Milk Publicity 
by an expert sub-committee representing the Departments of Health, 
Kiducation and Agriculture in England and Scotland, the Medical and 
Agricultural Research Councils, the Rowett Institute and the National 
Union of Teachers. The Exchequer contribution towards the cost of the 
survey is being applied, first, in meeting half the general expenses of the 
inquiry, and secondly, in reimbursing the Boards so far as possible at the 
rate of 6d. per gallon for milk consumed, but not paid for, by the children. 

General publicity.—The Government contribution towards the 1935 
publicity campaign (mainly press and poster advertising) in England and 
Wales amounted to £29,125, being half the cost. The scheme approved for 
1936 is again estimated to cost approximately £60,000, consisting of £43,000 
for the main press campaign, £12,000 for posters and £5,000 for other forms 
of publicity, towards which Exchequer grant will be available up to 
£30,000. In Scotland the cost of Government contributions to publicity in 
1935 was about £9,300. 


(iv) Expenditure under the Acts. 


It was estimated that the advances from the Exchequer in respect of 
manufacturing milk under Sections 1, 2 and 3 would amount to some £14 
to £13 million in the first year and that advances for the next year 
would be of a similar order. Actual payments in respect of 1934-35 (the 
first year) amounted to £1,279,500, of which £162,000 was advanced to 
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the milk marketing Boards in Scotland. To this must be added the pay- 
ments to the Government of Northern Ireland, which amounted in the 
same year to £164,000, making a total assistance in respect of milk 
manufactured in the United Kingdom in the year 1934-35 of nearly £12 
million. In the second year (up to 3lst March, 1936) the total advances on 
manufacturing milk under Sections 1, 2, 3 and 6 amounted to £1,315,000, 
of which £123,000 was advanced to milk marketing Boards in Scotland and 
£133,000 to the Government of Northern Ireland. 

The cost of contributions under Section 11 for the Milk-in-Schools schemes 
in Great Britain have so far amounted to some £450,000 a year, of which 
about £50,000 is paid to the Scottish Boards and the rest to the English 
Board. Since the introduction of the scheme in the Aberdeen area in 
January, 1936, the payments in respect of Scotland will presumably have 
been slightly higher. Contributions towards general publicity and the 
nutritional survey have amounted to about £45,000 a year. 

Under Section 9, £750,000, spread over a period of four years, was 
made available for improving the quality of milk supplies. Only a very 
small proportion of this sum has so far been spent. 


APPENDIX II 


Mitx MarkKeETING IN NorRTHERN JRELAND. 


Although the Agricultural Marketing Act, 1931, does not apply to 
Northern Jreland, a similar measure was enacted by the Parliament of 

Northern Ireland in July, 1933, under which it would have been possible 
to introduce a milk marketing scheme broadly corresponding to the Great 
Britain schemes. It was, however, decided that special legislation was 
required to meet the special circumstances of the country. 

The Milk and Milk Products Act (Northern [freland), 1934, placed the 
organisation of milk marketing on an entirely different basis from that 
obtaining under any of the schemes in Great Britain. The fact that by 
far the greater part of the milk produced in Northern Ireland was utilised 
for manufacture rendered it impracticable to adopt a policy of pooling 
returns as was done in Great Britain, and the problem was approached 
from an entirely different angle, namely, the separation of the liquid and 
the manufacturing markets on the basis of the quality of the milk. 

Accordingly, the central feature of the Northern Ireland scheme is the 
provision for all milk to be graded under four statutory grades—A, B, C 
and D. Milk of Grades A, B and C must be produced from cows which 
have passed a veterinary examination conducted by whole-time officers of 
the Ministry of Agriculture, and the milk must comply with certain 
standards of cleanliness and bacterial content. Grade D includes all milk 
that fails to reach the standard of Grade C. Grade A is approximately 
equivalent to Certified milk in England and Grade B to Accredited, while 
Grade C is of a somewhat lower standard*. Grade D milk may not be 





* The actual standards in force in Northern Ireland for the three grades of 
milk for human consumption are as follows :— 

Grade A.—Cows must have passed the double intradermal tuberculin 
test applied by the Ministry’s permanent veterinary officers. Milk must 
not contain more than 100,000 bacteria per c.c., and no bacillus coli shall 
be found in one-hundredth part of ac.c. 

Grade B.—Cows must have been subject to official veterinary inspection 
and show no clinical symptoms of tuberculosis, and must be clean and 
healthy. Milk must not contain more than 300,000 bacteria per c.c., must 
have been cooled immediately after production to not more than 60° 
Fahrenheit, and no bacillus coli shall be found in one-hundredth part of 
A '0.C. 

Grade C.— Cows must have been subject to official veterinary inspection 
and show no clinical symptoms of tuberculosis, and the milk must comply 
with a standard of cleanliness. (When submitted to the methylene blue 
reductase test the milk must not be reduced in less than four hours.) 
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sold for human consumption, but only for manufacture. Control over the 
grades is secured by a system of licensing of both producers and distributors. 
The same level of wholesale prices has been fixed in respect of the two 
main grades of milk—B and C—but, through the operation of a higher 
levy on Grade C milk, returns to producers are made to depend on the 
quality of their milk. 

The power to fix conditions of sale and prices to distributors and pro- 
ducers is vested in a Joint Milk Council, wkich is composed of three 
members appointed by the Minister of Agriculture, three members appointed 
by the Minister of Home Affairs to represent consumers, seven members 
elected by producers and four elected by distributors. The Chairman is one 
- of the nominees of the Minister of Agriculture, and the secretary and staff 
are appointed by the ‘Ministry. 

The Joint Milk Council does not fix prices for Grade D milk or for any 
milk of Grades A, B and C which is used for manufacturing purposes. Its 
determinations in regard to retail prices require the approval of the Minister 
of Agriculture. Any determination of milk prices must be unanimous on the 
part of the members present, other than those appointed by the Minister of 
Agriculture; in default of such unanimity the decision rests with the 
Minister’s three nominees. 

It will be seen that the Ministry of Agriculture has a very considerable 
measure of control over the working of the scheme. It was thought that 
a purely producers’ Board would not be the most suitable organisation to 
administer a scheme on the lines desired, and that the educational 
character of the scheme with the ideal of service to the consumer could 
best be maintained under the administrative control of the Ministry of 
Agriculture. It was also regarded as most important that effective control 
should be exercised over the distribution of milk in order to ensure that 
its hygienic quality should be preserved after it had left the farm; and 
for this purpose a producers’ organisation would plainly have been unsuit- 
able. In framing a constitution under which distributors and consumers 
are represented, the authorities were also influenced by the recommendations 
of the Grigg Commission for the establishment of a Joint Milk Council and 
by the fear that producers and distributors might combine to raise the 
retail price of milk by mutual concessions. 

All contracts between producers and distributors must be in the pre- 
scribed form and are. registered with the Council. The Council is not 
itself a party to the contract. Payment for milk is not made through 
the Council, and there is no pool. The equalisation payment on milk sold 
for manufacture is paid out of the Milk Fund, the income of which is 
made up of :— 

(a) licence fees of £1 per annum payable by distributors; 
(b) licence fees of 2s. 6d. per annum payable by producers; 
(c) gallonage levies payable by producers on all milk sold for liquid 
consumption ; 
(d) licence fees, at the rate of 4s. 8d. per cwt., payable by sellers of 
all butter and margarine except farm butter sold by the producer; 
(e) Exchequer advances under Section 6 of the Milk Act, 1934. 
The gallonage levies payable by producers are calculated at a rate not 
exceeding one penny per gallon in the case of Grades A and B and 2d. per 
gallon in the case of Grade C on all milk sold for liquid consumption. 
The present scale of levies is 1/10th of a penny on Grade A, id. on 
Grade B and 13d. on Grade C. 

The levy on milk sold under contract is deducted by the distributor 
from the price paid to the producer and is remitted by him to the 
Ministry of Agriculture. In the case of producer-retailers the levy is 
payable direct to the Ministry. 

The first charge on the Fund is the equalisation payment to raise the 
average price paid by creameries for milk for manufacture into butter or 
cream to 5d. per gallon in summer and 6d. in winter. Out of the Fund 
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are also paid bonuses at the rate of 2d. per gallon on milk of Grade A or 
Grade B quality which is unable to find a place in the liquid market and 
is delivered to a creamery, and ld. per gallon on Grade © milk so 
delivered. Grants may also be made to improve the health of cattle and 
to stimulate milk consumption. The Fund, unlike those from which pool 
prices are paid in Great Britain, is not self-balancing. 

The Ministry employs twenty full-time veterinary officers to inspect and 
test dairy cattle, buildings and equipment. Most of the cost of this 
Government veterinary service is borne by the Milk Fund, though part is 
borne by the local authorities whose veterinary services are superseded. 

During the year ended 31st March, 1936, the quantity of milk sold for 
liquid consumption in Northern Ireland on which fees were received to that 
date was approximately 11,844,000 gallons. Of this quantity approximately 
1,305,000 gallons (11 per cent.) were Grade A, 6,686,000 gallons (56 per 
cent.) Grade B, and 3,853,000 gallons (33 per cent.) Grade C. The quantity 
of milk delivered to creameries during the same period, as shown in the 
claims for equalisation payments, was 23,944,000 gallons; included in this 
total were 104,000 gallons of Grade A or Grade B milk and 5,533,000 
gallons of Grade C milk, which received bonus payments of 2d. per gallon 
and 1d. per gallon respectively. The separated milk from the creameries 
is returned to the farmer for use in stock feeding. 


APPENDIX Il 


Systems or Transport CHARGES UNDER THE MitK MARKETING SCHEMES. 


Under al! of the four milk marketing schemes operating in Great Britain 
the expenses of transporting milk from the farm to the buyer are borne by 
producers, but the methods of fixing the transport charges payable by pro- 
ducers differ. The following is a description of the main features of the 
arrangements made under each of the schemes. 


(7) The English scheme. 


The broad principle underlying the transport provisions of the English 
scheme is that each producer should be liable for the charges incurred on 
the transport of his milk between farm and destination. It was recognised, 
however, that some modification of this governing principle would be neces- 
sary in certain cases because of the inequity to producers that its general 
application would create. The necessary modification, which was accord- 
ingly provided for in the scheme, arises out of the need for making special 
arrangements concerning the transport charges on manufacturing milk. 
Manufacturing milk is, in general, consigned to factories or country depots, 
most of which are situated in producing districts; consequently the trans- 
port expenses actually incurred on manufacturing milk are lower on the 
average than those on liquid milk. At the same time, since the returns 
from the sale of all milk, both liquid and manufacturing, are pooled, the 
gross returns to producers within a region are equalised. Unless, therefore, 
some allowance were made for this transport difference, a producer who 
sends milk direct to a distant liquid milk market would actually get less for 
it than a neighbouring producer who supplies a nearby factory where the 
milk is used for manufacture. 

This problem of the transport charges on manufacturing milk is provided 
for in the scheme under paragraph 64 Tenthly. The terms of this para- 
graph require the Board to debit to each individual producer who has sold 
‘surplus ’’? milk, such sum as, in the opinion of the Board, fairly repre- 
sents the freight charges and transit risks which he would have paid had he 
sold the milk for liquid consumption. It is thus left to the discretion of 
the Board to make whatever adjustments are considered necessary. 

In exercising this discretion the Board has to face a serious practical 
difficulty. Where milk is supplied to a purchaser by a number of different 
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producers, each producer’s supply loses its identity when the supplies are 
bulked. If, therefore, some of the milk is sold by that purchaser as liquid 
milk and the remainder is manufactured, it is impossible to identify those 
producers who supplied the manufacturing milk on which the scheme 
requires au additional transport charge to be imposed. 


The method of determining the amount of each producer’s transport charge 
varies according to whether the milk is sold under the contract as ‘‘ depot ”’ 
milk or as ‘‘ direct ’’ milk, and the actual procedure may best be described 
with reference to these two classes of milk. 


“‘ Depot ’’? milk is milk sold to a depot approved by the Board. I+ is used 
partly for liquid consumption and partly for manufacture. That part which 
is sold as liquid milk is generally brine-cooled and bulked and re-consigned 
from the depot to one or more of the big consuming centres. ‘‘ Direct ”’ 
milk comprises all other milk sold under the wholesale contract and includes 
not only sales to wholesale and retail distributors but also sales to 
manufacturers. 


‘¢ Depot’’ charges.—On ‘‘ depot ’’ milk the charges for which the pro- 

ducer is liable are made up of three separate items, namely :— 
(a) a collecting charge; 
(6) the ‘‘ standard freight charge ’’; 
(c) the ‘‘ transit risk charge.” 

The collecting charge covers the cost of transport to the depot and there- 
fore varies for different producers. The producer does not make any pay- 
ment in this respect, of course, if he delivers the milk to the depot. The 
‘‘ standard freight charge ’’ is equal to the rail rate between the depot and 
a destination stated in the contract and approved by the Board. The 
destination is usually the most distant of the markets supplied by the depot. 
The ‘‘ transit risk charge’’* is a uniform charge which was reduced 
under the 1935-36 contract from 4d. to 3d. per gallon. 


As a rule the transport charges on ‘‘ depot ’? milk, made up of these three 
items, are deducted by the purchaser from his account in settling with the 
Board; the Board in turn debits them against the producers concerned. 
This procedure would satisfactorily dispose of the matter if the whole of 
the milk were in fact consigned from the depot to the destination approved 
in the contract; but in practice some of it may be consigned as liquid milk 
to another destination, and some may be retained for manufacture in the 
depot. 


If milk is consigned to another destination and the purchaser (i.e. the 
depot) thereby incurs a lower transport charge than the “ standard freight 
charge ’’ stated in the contract, the difference is passed on to the Board; 
otherwise the depot would be presented, at the expense of its suppliers, 
with an unearned income from the unexpended transport charges. Any 
saving in transport charges thus effected should plainly be refunded to the 
producers who supplied that depot. It is impossible, of course, to dis- 
tinguish between the milk which went to the approved destination and the 
milk which was consigned elsewhere, and the proceeds of the saving are 
therefore distributed by the Board among all producers supplying the depot. 
It should be added that where the actual cost of transport incurred by the 
purchaser is more than the ‘‘ standard freight charge ’’? the purchaser pays 
the extra cost himself. 


The other alternative—where some of the milk is manufactured in the 
depot—also results in a saving, since the ‘‘ standard freight charge’ and 
the ‘‘ transit risk charge ’’, though payable by the producer, are not in- 
curred by the purchaser on this milk. The saving is likewise passed on to 
the Board by the purchaser, but instead of being distributed among all 
producers supplying the depot, it is credited by the Board to the regional 





* See footnote on page 90. 
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pool and is thus distributed among all producers in the region (cf. the 


‘* special transport deductions ’’ on ‘‘ direct’? manufactured milk described 
below). 


“* Direct ’’? charges.—The producer who consigns his milk under ‘ direct ”’ 
contract bears the transport charges incurred between his farm and the 
purchaser’s premises or nearest railway station. Where he does not himself 
deliver the milk, the transport charge is either payable by the producer 
direct to the contracting carriers or, in the event of the purchaser under- 
taking the transport, an agreed allowance is deducted by the purchaser 
from his monthly account with the Board and is debited by the Board 
against the producer. 

As in the case of ‘‘ depot’’ milk, the Board is under an obligation, in 
accordance with the provisions of the scheme, to make an adjustment in 
the transport charges in respect of manufacturing milk sold on ‘ direct ”’ 
contract. This it does by means of a ‘special transport deduction ’’, 
commonly known as ‘“S8.T.D.”. The amount of the ‘ special transport 
deduction ’’ is assessed by the Board and debited to the account of every 
producer who sells ‘‘ direct’? milk which has been manufactured; and 
these deductions are then credited by the Board to the regional pools. 

The rate of the ‘ special transport deduction ’’ varies for different groups 
of producers, but it is uniform for all producers supplying the same factory. 
The maximum rate in any region is assessed with reference to the average 
of the charges for transport and transit risk payable on ‘‘ depot’’ milk 
in the same region. This full rate is charged against all producers selling 
milk on ‘‘ direct’’ contract to a factory which manufactures the whole 
of its supplies. Where, however, a given factory re-consigns from the factory 
some of its supplies as liquid milk, it bears the expense of re-consignment 
itself. In such a case there is a corresponding reduction in the quantity of 
manufacturing milk handled by that factory for which producers have to pay 
the ‘‘ special transport deduction ’’, and in practice the total amount payable 
is averaged over all the producers supplying the factory. Consequently the 
rate of the ‘‘ special transport deduction ’’ depends on the relative propor- 
tions of liquid and manufacturing milk used by a factory. For example, 
if the maximum regional rate were 2d. a gallon, and if during a given 
month a factory manufactured half its supplies and sold the rest as liquid, 
the ‘‘ special transport deduction ’’ on producers supplying that factory 
would be ld. per gallon. 

For milk manufactured in a consuming centre a nominal rate of ‘“ special 
transport deduction ’’ is fixed, since to impose the full deduction would be 
inequitable. The reason is that the costs of delivering to a town factory 
are usually substantially higher than the collection charge incurred by 
producers supplying a factory or depot in a producing area. At the same 
time the Board considers itself bound by the terms of the scheme to make 
some additional charge; moreover it does not wish to encourage manu- 
facture in towns. 


The Board’s proposed amendments.—The amendments to the transport 
provisions of the English scheme now before the Minister would not make 
any alteration in the arrangements relating to ‘‘ direct ’’ liquid milk; on 
such milk producers would continue to be responsible for their own indi- 
vidual transport expenses. The main effect of the amendments would be 
to introduce a change in the method of dealing with transport charges on 
‘‘ depot ’? milk, both liquid and manufacturing, and on manufacturing 
milk sold on ‘‘ direct ’’? contract. 

On these classes of milk, the Board would be empowered to prescribe for 
each separate region a ‘‘ standard freight deduction ”’ which would be 
payable by the producers concerned. Provision is also made for the Board 
to open a separate freight account for each region. The ‘“‘ standard freight 
deduction ’’? payable by producers would be credited to the appropriate 
regional freight account, and the funds thus available to the Board would 
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be used to meet the transport charges allowed to purchasers of ‘‘ depot ”’ 
milk. It is intended that each regional freight account should be self- 
contained and that the sum total of the ‘‘ standard freight deductions ”’ 
in any region should be sufficient to cover the expenses of transport (other 
than those of collection) on all ‘‘ depot ’’ milk in that region. The general 
principle underlying the proposed amendments is that, in each region, the 
total allowances made to buyers for the transport of ‘‘ depot ’’ liquid milk 
between the ‘‘depots’’ and the consuming centres would be pooled 
among suppliers of ‘‘ depot ’’ milk and suppliers of ‘‘ direct’? manufac- 
turing milk, All such suppliers within a region would thus pay a flat 
transport charge and this would be the charge prescribed by the Board as 
the ‘‘ standard freight deduction ’’ for the region. 


(i) The main Scottish scheme. 


The transport charges system under the main Scottish scheme differs from 
the corresponding systems under the other three schemes in that the 
charges payable by producers are all on an assessed basis and vary accord- 
ing to the distance between the producer’s farm and the nearest of a 
number of prescribed centres, irrespective of the actual destination 
of the milk. The amount payable by the individual is fixed under a scale 
of what are known as ‘‘ standard haulage rates.’’ This scale of rates, 
which is graduated according to mileage, is drawn up by the Board. For 
the purpose of deciding which is the nearest haulage centre to any farm, 
the measurement is taken in a straight line, but the rates which producers 
pay depend on the distance, by the shortest practicable route by road, 
from their farms to the nearest ‘‘ haulage centre ”’ 


Originally there were three haulage centres provided for by the scheme, 
namely, Glasgow, Edinburgh and Dundee. As from Ist January, 1935, 
however, the number has been increased to fifteen through the addition i 
twelve further centres* in the east of the scheme area. ‘These additional 
centres were prescribed, as a temporary expedient, by the Secretary of 
‘State for Scotland. 


The general arrangement means, in effect, that, for the purpose of 
assessing transport charges, producers are grouped round their appropriate 
centre; and the total area covered by each group contains within it a 
succession of smaller areas, also round the centre, on the principle of a 
series of zones based on actual mileage from the centre. Thus all pro- 
ducers who are equidistant from their appropriate centre pay the same 
rate of transport charge, though the rate varies, of course, for differently 
situated producers according to the mileage scale fixed by the Board. 


The scale of ‘‘ standard haulage rates’’ at present in operation is as 
follows :— 


Per gallon. 
d. 
Not exceeding 5 miles : ; 3 
Over 5 but not exceeding 10 aniler efi bie he 3 
Pe 4 he ss 5 a ae = mm 1 
» 30 a; ‘ 19 are sta is sot a 13 
ee: he S ai ~~ si was ae 1i 


Under this system, re Board assumes the responsibility for paying 
all expenses connected with transport up to the buyers’ premises or nearest 
railway station. This applies regardless of where the buyer’s premises 
are situated, and it follows that if a buyer assembles supplies at premises 
in the country and re-consigns any part of these supplies to another destina- 
tion, he bears the expense of re-consignment himself. 





* The additional centres are:—Alloa, Brechin, Crieff, Cupar, Dunfermline, 
Duns, Galashiels, Haddington, Kinross, Kirkcaldy, Perth and Stirling. 
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In those cases where the producer pays the expense of transport in the 
first instance, an adjustment in the amount of the haulage charge deducted 
from the pool price by the Board may be necessary. This adjustment may 
be either by way of increase or decrease. If, for example, a producer, 
able to dispose of his milk close at hand, has actually paid for haulage 
something less than his standard haulage rate, he is required to pay 
the balance, to make up the standard haulage rate, to the Board; and 
the Board therefore deducts this balance from his pool price. If, on the 
other hand, through having to send his milk a long distance, he has paid 
haulage expenses at more than his standard haulage rate, he is repaid the 
difference by the Board, the amount being added to his pool price. 


A further requirement of the scheme is that, where milk is consigned 
by road transport, it must be carried by haulage contractors approved 
by the Board. A producer has the right of determining the licensed 
haulage contractor by whom his milk is to be transported and whether 
such transport is to be by road or rail. 


Registered producers may be approved as licensed haulage contractors, 
and in this event they are paid by the Board for the work of haulage 
performed. Thus a producer who is approved as a haulage contractor pays 
the ‘‘ standard haulage rate ’’ applicable to his case as a producer; and as 
contractor he is paid by the Board on the same terms as other haulage 
contractors. In May, 1935, the number of such producers was 1,350. At 
the same date there were 240 distributors and 180 other contractors 
undertaking haulage, making a total of 1,770 licensed haulage contractors. 


(iw) The Aberdeen scheme. 


Under the Aberdeen scheme each producer bears the charge related to 
the transport of his own supplies to the point of delivery, that is, 
either to his buyer’s premises or to the Board’s creamery. The actual 
amount of this expense payable by the individual, however, is determined 
according to a scale of ‘‘ standard haulage rates ’’ prescribed by the Board. 
Since the beginning of 1985, this scale has been as follows :— 


Per gallon. 
d. 
Not exceeding 5 miles... ze Pe 
Over 5 but not exceeding 15 miles 3 
93 15 33 9) 20 ye) 1 
er 20 ae me SOA; 14 
», 30 miles 14 


For practical purposes, this scale may be regarded as applying only to 
the milk consigned to the City of Aberdeen, since the remainder of the 
scheme area is supplied almost entirely by producer-retailers. 


(iv) The North of Scotland scheme. 


The North of Scotland scheme provides for a similar system to that 
operated under the main Scottish scheme, the haulage centres named in 
the scheme being Inverness, Dingwall and Wick. But difficulties arose in 
putting these provisions of the scheme into operation, and consequently 
each producer in the North of Scotland has instead been responsible for 
meeting the expense of haulage actually incurred on his own supplies. 
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APPENDIX IV 


ILLUSTRATION OF SIMPLE TRANSPORT ZONING SYSTEM. 


The accompanying map has been prepared for the purpose of illustrating 
a simple method of applying the principle of zoning which is recommended 
in Chapter 24 for adoption in the assessment of individual transport 
deductions. Since the intention is merely to provide an illustration and 
to keep that illustration as simple as possible, only England and Wales 
has been taken and the zones around the principal centres of consumption 
have been delineated by drawing circles at varying distances from those 
centres. In selecting the centres no allowance has been made for any 
factor other than population; and no attempt has been made to modify the 
boundaries of the resulting zones in order to overcome even the most 
obvious of the criticisms that might be levelled against this illustration. 

On the assumption that, by eliminating unnecessarily long journeys, the 
average cost of transport in England and Wales might be reduced to 
about a ld. per gallon, this zoning plan provides for rates varying between 
4d. and 14d. Since rates in excess of 1d. per gallon would be applicable 
to a larger proportion of the supply than rates of less than that amount, the 
income from these deductions would average rather more than 1d. per gallon. 
But if the rates suggested were either too large or too small to provide the 
income needed to meet the actual transport costs incurred by the Board, 
they would, of course, require modification. 


_ The map divides England and Wales into five types of zone, carrying rates 
of transport deduction on the following basis :— 


Transport 
Deduction. 
Zone No. Area Covered. Per gallon. 
d. 
al Within a 25 mile radius from the centre of London... 3 
2 Between 25 and 50 miles from London ... 3 
3 Between 50 and 75 miles from London; or 


within 25 miles of any other town with a population 
exceeding 500,000 if He Ye 1 

4 Between 75 and 100 miles of London; or 

between 25 and 50 miles of any bthek town with a 

population exceeding; 500,000; or 

within 25 miles of any town, not included above, 

with a population exceeding 200,000; or 

within 15 miles of any town, not included above, with 

a population exceeding 100,000 ... A 7 at 14 
5 All the remainder of the country es ; 1} 


It should be emphasised again that the suggestions edica in the map 
are for purposes of illustration only. 
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TABLE 43. 
ALL SCHEMES. 


Montuty AVERAGE REALISATION VALUES of MANnuracturRING MILK (INCLUDING 
GOVERNMENT REPAYABLE ADVANCES) FROM THE INCEPTION OF EACH SCHEME 
To Marcu, 1936. 


(Pence per gallon.) 








Main North of 
Month. pee Scottish vonen Scotland 
scheme. scheme. 
scheme. scheme. 
1933—Oct. 5-65* — — — 
Nov. 5-46* —— — — 
Dec. 5-85* 7°45* — — 
1934—Jan. 5-28* 6-72* — = 
Heb. hee 5: 10* 6-91* — — 
harvey 4-77* 5-46* — — 
Apl. 5:58 5°51 — — 
May 5°47 5-31 — —~ 
Jun. 5-46 5:04 — — 
Jul. 5:67 5:35 — + 
Aug. 5°63 5:61 6-50 — 
Sep. 5-63 6-06 6-38 -— 
Annual average 5-46 5°57 6-45 — 
iy (weighted) 
1934—Oct. 6-23 6-43 6°47 6-48 
Nov. 6-30 6-27 7°64 6-75 
Dec. 6-37 6-43 7:13 6-65 
1935—Jan. 6-36 6-27 7:17 7°50 
Feb. 6-27 6-10 8-03 6-94 
Mat .otmee 6-22 5:80 7:53 7°65 
ADL este 5-23 4-74. 6-11 7+82 
May 4-83 4-29 5:07 7:19 
Jun. 5-19 4-30 5-70 7-46 
Jul. 5:38 4-67 6-68 8-33 
Aug. 5:73 5-11 7-76 8-75 
Sep. 5:54 5-74 6-79 8-49 
Annual average 5-64 5-14 6-58 7°40 
(weighted) 
1935— Oct. 5:99 6-52 6-84 10-00 
INOV ates: 5:79 6-44 6-91 9-53 
Deca F1:.: 5:93 6-60 6-95 10-00 
1936—Jan. 5-86 6-49 6-55 10-00 
Feb. 6-11 6-34 6-89 10-00 
Mar. 5°77 6-07 6°43 10-00 





* No Government advance before April, 1934. 


Bat 
TABLE 44. 
ALL SCHEMES. 


ANNUAL AVERAGE REALISATION VALUES (INCLUDING AND EXCLUDING GOVERNMENT 
REPAYABLE ADVANCES) OF MILK MANUFACTURED INTO VARIOUS Propucts, 1933-34 
AND 1934-35. 


(Pence per gallon.) 
The figures in italics show values including the Government advances. 


| 














English Main Scottish Aberdeen ee of 
scheme. scheme. scheme. cotland 
scheme. 
Product. 
Oct. 1933-jOct. 1934-| Dec. 1933—|Dec. 1934-|Aug. 1934-/Oct. 1934— 
Sep. 1934. | Sep. 1935. | Nov. 1934. | Nov. 1935. | Sep. 1935. | Sep. 1935. 
Butter | 3°6i 4°07 5-22 4-O1 3°58 3°63 
4-50 5°36 5°86 5:09 4-7§ d°11 
Cheese oe 3°60 3°50 3°19 2°73 2°91 3°11 
4-53 4-80 4-56 3°82 4-06 4-71 
Soft and cream 
cheese ae — 7:50 — — — — 
Condensed milk 6:0 6-0 5:19 5-16 = == 
5:38 5°29 
Condensed milk 3°62 4-04 = — ais ay 
, forexport... 4-62 5-26 
Milk powder... 5-03 4°50 3°67 4-01 — = 
5°38 5:28 5:02 O° 20 
Fresh cream .... 7°96 7-50 6:59 6°83 8-84* 9-07 
Tinned cream ... 5-20 5-0 4-90 4-37 — = 
5°36 4-97 4-60 
Ice-cream ae — 7°50 — — = aa: 
Chocolate a 8:0 8-0 — a — | = 
Sterilised milk for 
export out 6-0 6:0 — aaa a — 
Products not sep- 
arately specified 9-0 9-0 S271 8-86 = — 
Average 4-96 4-81 4-99 4-73 6-03 6-77 
(weighted) 5°46 5°64 5°57 5:14 6°57 7°40 





* Tncludes Ice-cream. 
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; TABLE 49. 
ENGLISH SCHEME. 


REGIONAL CONTRIBUTIONS TO AND WITHDRAWALS FROM THE INTER-REGIONAL 
CoMPENSATION FunpD AcCOUNT. 





Region Amount Amount Net benefit |Net contribu- 
; paid to fund. |taken from fund) from fund. tion to fund. 
YEAR TO SEPTEMBER, 1934. 
£ £ £ £ 
Northern 174,667 98,217 oo 76,450 
North Western 723,309 718,647 — 4,662 
Eastern ae 153,290 37,218 — 116,072 
Eastern Midland 218,084. 138,248 —_— 79,836 
West Midland ... 168,604. 368,344 199,740 — 
North Wales 47,161 55,925 8,764 — 
South Wales 81,923 109,878 27,955 — 
Southern ay: 238,036 90,880 — 147,156 
Mid Western ... 310,584 747,174. 436,590 — 
Far Western 67,737 164,376 96,639 —— 
South Eastern 375,118 29,606 — 345,512 
Total 2,558,513 2,558,513 769,688 769,688 
YEAR TO SEPTEMBER, 1935. 
Northern BF - 287,686 231,196 — 56,490 
North Western 1,162,045 1,094,062 — 67,983 
Eastern nee 257,893 92,007 — 165,885 
East Midland ... 352,925 223,021 — 129,903 
West Midland ... 245,276 544,698 299,421 — 
North Wales 68,807 130,360 61,553 — 
South Wales 149,767 168,190 18,423 — 
Southern ; 385,392 156,261 — 229,132 
~ Mid Western ... 432,348 1,064,172 631,824 — 
Far Western 120,806 308,929 188,123 — 
South Eastern 605,675 55,724 — 549,951 
Total 4,068,620 4,068,620 1,199,344 1,199,344. 


840 
TABLE 50. 
ALL SCHEMES. 


MontTHLy MARGINS BETWEEN LIQUID AND Poot PRICES FROM THE INCEPTION 
OF EACH SCHEME TO Marcu, 1936. 


(Pence per gallon.) 

















Main North of 
Month. ee, Scottish see Scotland 
scheme. scheme.t 
scheme. scheme.T 
1933—Oct. 1-61 — — — 
Nov. 2-00 — = — 
Dec. 1-78 2-00 — — 
1934—Jan. oe 2-00 ee aa 
Feb. 2-39 2-00 | — — 
Mar. 2°01 3-00 om — 
Apl. 1-48 4-00 — — 
May 1-98 5-00 — — 
Jun. 1-76 5-00 = — 
Jul. 1-60 4-25 — — 
Aug. 1-35 3°50 2-10 _ 
Sep. 1-33 3°00 2-13 — 
Annual average 
1933-34 ... 1-78 3°62 2-12 ~-- 
1934—Oct. 2-44 2-50 2A] 1-73 
Nov. 2-19 2-25 2-25 1-28 
Dec. 2-65 2-00 2°31 1-81 
1935—Jan. 2-54 2-00 2:27 2-73 
Feb. ... 3-01 2°50 1-76 2-64 
Mar. 27. 3-13 2-75 2°29 2-81 
Apl. 3-94 3°25 2-35 2-86 
May 2-65 4-25 3°45 1:97 
Jun. 2-46 4-50 3°46 2-04 
Jul. 3°16 4-50 3°36 1-95 
Aug. 2-99 4-00 2°14 1-88 
Sep. 3°26 2-75 2-65 1-72 
Annual average 
1934-35 ... 2-88 3-39 2-60 1-84 
1935—Oct. 3°57 2-00 2-23 0 
Nov. 3-66 2-25 2-41 1-71 
Dec. wie 3°44 2-25 1:95 1520 
1936—Jan. _.... 3°58 2-75 2-00 1-23 
Feb. 3°61 3-00 2-14 1-25 
Mar. 4-14 3-00 2-20 1-38 





* Averages weighted by regions. 
t The figures given are based on averages of the prices paid to producers for 
“ basic’ and ‘surplus’ milk, weighted for quantities. 
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TABLE 51. 
ENGLISH SCHEME. 
PRODUCER-RETAILERS’ CONTRIBUTIONS FOR EACH REGION IN 1933-34 anp 1934-35. 


(Pence per gallon.) 








1933-34. 1934-35. 
| 
Region. Unweighted Weighted Unweighted Weighted 
average of average of average of average of 
nominal actual nominal actual 
monthly monthly monthly monthly 
contributions. | contributions.* | contributions. | contributions.* 
Northern ss 1-48 0-80 2°46 2°01 
North Western 1-65 0-95 2-54 2-06 
Eastern ee 1-30 0:65 2-24 1-78 
East Midland ... 1-54 0:87 2-42 1-95 
West Midland ... 1-90 1-24 2°85 2-40 
North Wales 1-71 1-01 2-76 2° 27 
South Wales 1-60 0-89 2-42 1-92 
Southern Boe 1-30 0-65 2-23 1-79 
Mid Western ... 1-74 1-16 2°81 2°44 
- Far Western 1-84 1-12 2°85 2°37, 
South Eastern 1-37 0-72 2-03 1-58 








* These figures are adjusted to allow for the level delivery premiums earned by 
many producer-retailers, 
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TABLE 53. 
ALL SCHEMES. 


Dairy Herps or SCHEME AREAS AND TOTALS FOR GREAT BRITAIN ANNUALLY FROM 
1933 ro 1936. 


(Cows and Heifers in Milk and Cows in Calf.) 


ENGLAND AND WALES, 





















































Increase | Increase 
or or 
Region. 1933. 1934. 1935. decrease | decrease | 1936.* 
| 1935 1935 
over 1933. | over 1933 
| per cent. | 
Northern ee 233,024 238,688 247,847 | + 14,823 + 6-4 | 248,290 
North Western... | 572,252 579,676 598,359 | -+ 26,107 + 4-6 | 606,632 
Eastern re 163,467 162,281 164,816 | + 1,349 + 0°8 161,747 
East Midland 179,785 183,459 | 183,367 | + 3,582 + 2:0 ; 184,562 
West Midland 242,657 245,858 | 247,052 | + 4,395 + 1-8 | 249,075 
North Wales 122,846 | 121,718 121,353 | — 1,493 | — 1-2 | 121,897 
South Wales 171,846 | 174,217 175,935 | + 4,089 | + 2-4 178,559 
Southern 151,318 158,534. 160,241 | + 8,923 + 5-9 | 161,312 
Mid Western 292,816 298,900 302,796 | + 9,980 + 3:4 | 306,067 
Far Western : 193,173 196,434 195,378 | + 2,205 + 1-1 | 196,922 
South Eastern ... 214,000 218,086 | 217,198 | + 3,198 + 1:5 | 215,096 
PS Se een oa ee, ee | coitus Eo ie anaemia ee S| bee Siete Sh acta 
Total England ; 
and Wales 2,537,184 | 2,577,851 | 2,614,342 | + 77,158 + 3:0 | 2,630,159 
SCOTLAND. 
yTotal . a 402,171 408,156 410,175 | + 8,004 + 2-0 | 409,705 
| i 
Main Scottish area | 287,520 292,987 296,345 | + 8,825 + 3-1 297,627 
Aberdeen and | 
District ne 48,622 48,789 47,621 | — 1,001 — 2-1 46,758 
North of Scotland 47,580 47,921 47,858 | + 278 + 0:6 | 47,205 
GREAT BRITAIN. 
| 
England and 2,537,184 | 2,577,851 | 2,614,342 | + 77,158 + 3-0 2,630,159 
Wales a 
tScotland ek 402171 408,156 


410,175 | + 8,004 +- 2-0 409,705 














+Total Great 


Britain 2,939,355 | 2,986,007 | 3,024,517 | + 85,162 


{ 


+ 2:9 | 3,039,864 





* Provisional figures for 1936, which have recently become available. 
+ Excluding Orkney and Zetland. 


Month. 


1934—Oct. 
Nov. 
Dec. 

1935—Jan. 
Feb. 
Mar. 
Apl. 
May 
Jun. 
Jul. 
Aug. 


Sep. 


Total 1934-35 ... 


1935—Oct. 
Nov. 
Dec. 

1936—Jan. 
Feb. 
Mar. 


e ° . e e 
° ° e . ° 
e ° . ° ° 
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ALL SCHEMES. 


QUANTITIES OF MILK SOLD UNDER “ MILK-IN-SCHOOLS”’’ ScHEMES MoNTHLY FROM 
INCEPTION TO Marcu, 1936. 


(Thousands of gallons.) 


English 
scheme. 





1,972 
2,448 
1,772 
2,175 
2,348 
2,388 
1,649 
2,246 
1,586 
1,833 

450 
1,984 








22,851 








2,273 
1,951 
1,562 
1,901 
2,051 
2,302 








Majin 
Scottish 
scheme. 


20 
34. 
114 
174. 
312 
214 
363 
297 
34 
83 
288 


31i 
264 
201 
221 
245 


264 (| 


1,933. | 


Aberdeen 
scheme. 








) 








‘North of 
Scotland 
scheme. 








TABLE 54. 


Total. 


2,289 
2,522 
2,700 
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Commodity. 


Cheese 


Cream 


Milk, condensed, 
whole ; sweetened 
or slightly 
sweetened. 


Butter 


Milk, condensed, 
whole; not 
sweetened. 

Milk, condensed, 
separated or 
skimmed ; sweet- 
ened. 


| 

| 
Milk = powder ; | 
sweetened. | 
| 


Milk powder and 
other preserved 
milk, excluding 


condensed milk 
not sweetened. 
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UNITED KINGDOM. 


DUTIES AT PRESENT CHARGEABLE ON [mportTED MILK PRODUCTS. 


TABLE 56. 


Rate of duty chargeable on imports from 


Foreign 
countries. 





15s. per cwt. 


15 per cent. ad 
valorem. 
10 per cent. ad 
valorem. 


5s. per cwt. plus 
the duty payable 


on the sugar 
content. 

6s. per cwt. 

10 per cent. ad 


valorem or the 
duty payable, on 
the sugar content, 
whichever is the 
greater. 


10 per cent. ad 
valorem or the 
duty payable on 
the sugar content, 
whichever is the 
greater. 


6s. per cwt. 


Trish Free 
State. 





10 per cent. plus 
30 per cent. ad 
valorem. 

10 per cent. ad 
valorem. 

10 per cent. plus 
30 per cent. ad 
valorem. 

10 per cent. ad 
valorem plus the 
preferential duty 
payable on the 
sugar content. 

10 per cent. ad 
valorem. 


10 per cent. ad 
valorem or the 
preferential duty 
payable on the 
sugar content, 
whichever is the 
greater. 

10 per cent. ad 
valorem or the 
preferential duty 
payable on the 
sugar content, 
whichever is the 
greater. 

| 10 per cent. ad 
valorem. 

















Other British 
countries. 





Free. 


Free. 
Free. 
Duty (preferential) 


payable on the 
sugar content. 


Free. 


Duty (preferential!) 
payable on the 
sugar content. 


Duty (preferential) 
payable on the 
sugar content. 


Free. 





348 


TABLE 57. 
UNITED KINGDOM. 


QUANTITATIVE REGULATION OF IMPORTS OF CERTAIN Mik Propvucts. 





Percentage reductions proposed in supplies from 

principal foreign supplying countries compared with 

imports in corresponding periods of base year, 
June, 1932, to May, 1933. 











Condensed milk. Milk | 
eee Sta ee, en lees Cream. 
, powder. 
Whole. Skimmed. 
1933—Jun.—Sep. ne 20 20 20 20 
Oct. 20 
Oct.—Dec. oe 20 Nov. 20 20 20 
Dec. 15 
(Jan. 174 Jan. 20 
1934—Jan.—Mar. sas 20 Feb. 20 20 Feb. 224 
Mar. 224 | Mar. 25 
Apl.—Jun. “Ap 20 224 20 _ 30 
Jul.—Aug. sgh 20 224 20 334 
Sep. ae 30 224 25 334 
Oct.—Dec. see 30 | 30 25 35 
1935—-Jan.—Mar. eS 30 30 25 35 
Apl.—Jun. 3 | 35 | 40 30 40 
Jul.Sep. me 40 40 35 45 
Oct.—Dec. <n | 40 40 35 50 
1936—Jan.—Mar. 40 , 40 35 50 
Apl.—Jun. za0) 40 35 50 
Jul.—Sep. | 40 40 35 50 


Note.—With the exception of milk powder, of which the quantity manufactured 
is negligible, imports from the Irish Free State have been controlled from 1st January, 
1934. Reductions at approximately half the rates applicable to the foreign supplying 
countries were arranged from January, 1934, to December, 1935, while since January, 
1936, arrangements have been made for supplies to be limited to the same volume 
as in the base year, i.e., the calendar year, 1933. 
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INDEX 


Aberdeen and District Milk Agency 
Aberdeen and District Scheme— 


PAGE. 


5, 15, 36, 79, 325 


Administration, costs of Ka 30 
Agreements, inter-scheme 14, "133, 261 
Basic quantities . 14, 57, 155 
Board, constitution of ... : 15 
Distributive margins ... 26, 96, 331 
Distributive trade, consuleation ae 14, 23, 120 
Electoral system 15 
Exemptions 14, ce. 17, 86, 109 
Graded milk 18, 31, 81, 85 
Inception : aN 5 
Liquid milk— 

Prices ... 24, 79--90, 111, 323, 328 

Sales ... oa ‘an 20, 312 
Manufacturing milk— 

Manufacture 5 Board 14, 102 

Prices . 25, 105, 326 

Quantities es 20, 312 
Pooling system .. . 14, 57, 77, 130, 155 
Premiums— 

Level delivery ay 81 

Quality 80, 127 
Prices— 

Determination of 14, 23, 192 

Graded milk . eee ... 81, 85 

Hospitals and institutions 0 ... 26, 89 

Local reductions in retail 27, 89, 111 


Manufacturing milk ... 


25, 105, 326 


Producers’ oe 28, 36, 57, 81, 334 
Retail .. . 27, 83-89, 111, 328 
Societal a . 26, 87 
Wholesale (standard) liquid milk . "24, 79- 83, 323 


Producer-retailers— 


Contributions 30, 143, 144, 149, 342 
Numbers 17, 94, 141 
Producers, registered— 
Classification ... ue . 14, 17 
Contributions . 14, 29, 31, 340, 342 
Numbers 16-18, 141 
Production, control of 14, 57, 155 
Sales. classification of .... 19, 20, 312 
Transport 175, 303 
Accounts of Boards . 258, 260 


Accredited milk—see Graded: Ae 
Accredited Producers’ Scheme i a en ise 8. 18, 72, 117, 128 
Addendum by Sir John Orr na, mk ae a Het) 20S 
Administration, costs of oh "29, 147, 224. 248, 284 
Agriculture, other branches of 77, 108, 121, 229, 278 
Amalgamation of schemes ... es 1, 209, 249, 251 
Annual General Meetings —see Meetings 


** Appointed Persons ”’ 9, 22, 83, 243 
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Appointment, Minute of 
Argyll, Draft scheme for 


Assembly of milk— 
Effects of schemes on ... 
Proposals regarding 


Attested Herds Schemes 


Basic quantities— 
Aberdeen and District Scheme 
‘Individual ; 
North of Sootland Sohene 
Regional... 


Butter— 
Creamery 
Farm 
Imports ... 


Butter-fat content 


Capital assets of the Boards 

Cattle industry, effects of schemes on 
Central Milk Distributive Committee 
Certified milk—see Graded milk. 


Cheese — 

Factory ... 

‘Farm 

Imports ... oe 
Commission, permanent Milk—- 

Constitution 

Functions 

Relations with pele Boies 


Committees of Boards 
Condensed milk—see Milk nein 
Constitution of Boards 


England and Wales 
Scotland 


Consumption of liquid milk— 
Consumers’ Committees’ views 
Factors affecting 
Government assistance 


Level of ... ae ae 
Methods of increasing .. 
Need for increase 

Rural areas 

Urban areas 


Contracts— 
Direct and depot 
Negotiation of ... 
Numbers 
Pre-scheme 
Terms. .... : 
Volume of sales minders 


PAGE. 
x 


... 6, 249 
. 90-92 


., 232, 272, 274 
72, 127, 296 


14, 57, 77, 130, 149, 155, 158 
130, 155-159 

“15, 57, 144, 149, 155 
159-161 


107, 121 
- 98-100, 107, 121, 228, 278 
162, 346 


73, 128, 223, 234 


248, 284 
59, 76, 77, 278 
10, 95, 245 


> Ta 107, 121 
10, 18, 20, 98-100, 107, 121, 227 
‘w 162, 346 


243, 283 
210, 240-243, 283 


240-242, 244-246, 248, 264-268, 270, 283, 291 


10, 257, 258, 285 


10, 13, 15, 38, 140, 189, 254-260, 284 
Consumers’ Committee—see also Price-fixing, Statutory safeguards ;— 


86, 110, 112, 199 
112, 199 


» 110, 112,199 

; 109, 117, 119, 193, 207 
90, 113-116, 208, 210, 214-219, 
230, 239, 241, 280, 293, 296 

rs} 109, 111 

112, 113-117, 279-283, 296 

5 2, 204, 207, 293 
Se id0 ahloglet 

110 


90, 91, 170, 309 
22, 191 
62, 82, 306 


33, 40, 44-50, 54-56, 79, 82, 102, 105, 125, 131, 198, 324 


22-31, 95, 103, 192, 236 
62, 307 
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PaGE 
Contributions, producer-retailers’—see Producer-retailers. 


Co-operative dividends _... ana erie hae Shay aa 87, 237 


Co-ordination— 


Between Boards .. 106, 261, 285 


Between Boards and buyers sae - wee Aer ay .. 264 
Manufacturing and distributive interests si Sie ae . 265 
Northern Ireland 106, 263, 266, 285 
Standing Committee . 263, 267, 285. 


Cow population 


te “16, 58, 66, 344 


Cream— 
Farm separation : ave 2s ie AC ort eae 98, 278 
Imports ... AAS ee: ae Bs) a eae eR ee : 162, 346 
Price agreements se te ee Sis wes ee Me i = 106 
Retail price ae aes avs ae ie ane ee “reve 4/5 
Standards — ae hs Bs aa ae e230 Le ae. ety 219 
Creameries—see Manufacture. 
Depots ae ae wes os ee 90, 170, 173, 232, 272, 274, 300, 309 
Distribution— we 
Boards’ participation in 28, 115, 248, 274 
Costs of . Lee OT, Qie 
Effects ae hems on ... §2-97, 119 
Producer-retailers—see under Prodae: retailer. 
Retail organisation 272, 275: 
Scottish proposals 273 


Variations in services ... 
Wholesale organisation 


“97, 112,'199, 271, 281 


93, 272, 274, 288, 293 


Distributive oo : ; 
Actual ... sae ee ... 86, 96, 120 


Prescribed minimum 25, 84, 94-96, 112, 120, 192, 199-202, 235, 331 
Dividends on retail sales... oe pee Ee ane oa: ie 87, 237 


East of Scotland Milk Producers’ Federation shies | 52, 65, 253 
Electoral proposals ... ae = ae ee ae — ie 255, 285 
England and Wales Scheme—for recommendations see Recommendations ;— 


Accredited Producers’ Scheme 
Administration, costs of 
Agreements, inter-scheme 
Amendments, proposed 
Board, constitution of ... 
Consumption, effects on 


Contracts— 
Direct and depot 
Negotiation of 
Numbers 
Terms , 
Volume of aie ander: 
Distributive margins 


Distributive trade, Poneuleation with 


Electoral system 

Exemptions 

Farm cheese making 

Graded milk 

Inception es ase 
Inter-regional compensation ee 
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8, 18, 72, 117, 128 
3 29, 147 
21, 106, 261 

11, 142, 301 

... 10, 38, 140 
21, 109-111, 119 


90, 91, 170, 309 


: 22: 

tS sé 62, 82, 306 

. 22-30, 94, 103, 192 

se 19, 307, 309 

25, a7, 94-97, 112,:120, 200, 331 
9, 95 

10: 


as ie 16, iL, 80, 110, 127 
10, 18, 20, 98-100, 307 
cs a On 289 CL, 127 
8, 38, 339 
N 
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England and Wales Scheme—continued— 


Liquid milk— 
Prices ... 
Sales ... 


Manufacturing milk— 
Manufacture by Board 
Pooling pele 
Prices .. , 
Quantities | 
Rebate conditions 


Premiums— 
Level delivery 
Quality 
Special services — 

Prices— 
Determination of = 
Hospitals and institutions ... 
Local reductions in retail 
Manufacturing milk ... 
Producers’ (poo!) 
Retail .. : 
Semi- retail A 
Wholesale liquid milk 


Producer-retailers— 
Contributions 
Numbers 
Sales .... : ase 

Producers, registered— 
Classification : 
Contributions 
Level . 

Numbers 
Seasonal 


Production— 
Control of 
Locality of 
Quality of 
Seasonality of 


Regional Committees ... 
Regions ... ; +} 
Sales, classification of ... 


Transport— 
Amendments proposed by Board .. 
Charges on Depot milk : 
Charges on Direct milk 
Effects on aoe 
Existing anomalies .. 
Special transport deductions | 
Standard freight charges 
Transit risk charges ... 


Exemptions— 


Certified and Grade “A” re Li %, milk 
Sales to servants 

Small producers 

Small sales 


PAGE. 


24, 79-90, 110, 323, 328 
20, 307 


21, 102 

ial ey 

9, 25, 102-105, 326, 327 
20, 307, 318 

93, 101, 197 


. 8, 81, 138, 146, 149 
8, 80, 128 
9, 81 


9, 22, 103, 192 

26, 89, 119 

eat pars el 

see anmeDs 105, 326 

_ 28, 34, 42, 334, 336 

. 26, 83-89, 110, 328 
. 26, 87 

24, 79-83, 323 


. 30, 141, 143, 146, 149, 341 


iv 17, 94, 141, 306 
..19, 94, 109, 141, 307 


7, 17, 306 
29, 340, 342 
43, 45, 48 
16, 306 

.. 45, 49 


sae 9 
... 60-65 
. 71-73 
69 


ieee OT 
.. 8, 251 
19, 20, 307, 317 


BAG IR? eR! 

. 40, 170, 300 
nog OO snL tO, OUL 
39, 92, 170-172 
ae 170-172 
... 40, 172, 301 
... 41, 171, 300 
40, 90, 170, 300 


EG iO, OU 
7, 14, 15 
7, 11, 86 
14, 110, 111 
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Factory manufacture—see Manufacture. 
Farmhouse door sales 27, 87, 110 


Farm manufacture—see Manufacture. 


Finance— 
Accounts an uhh bers 258, 260 
Administrative oie of Bohouied ae “29, 147, 224, 248, 284 
Capital assets of Boards x ue Ns oy za gs 248, 284 
Commission, permanent Milk... sale oi a Nae bias ... 244 
Guarantee fund Pee Res ae Se Pay att aes 231, 241 


8, 38, 339 


Inter-regional compensation ... wk 
las 21, 106, 261-262 


Inter-scheme compensation 


Milk Acts, expenditure under e oe ; ons 
Price system recommendations -. 208, 219-293, 229-237, 285 
Reserves 231, 241 
Revolving fund 249, 284 
Flying stock system 75, 134, 137 


General Meetings—see Meetings. 
Government financial assistance— 


Milk Acts 35, 36, 72, 113-116, 210, 215, 288, 295-297 
Proposals for 197, 208, 211, 215-219, 241, 288 
Graded milk— 
Exemptions of tie ae ras Seis oa ee 8, 15, 71, 80 
Numbers of herds... nag va ie iy ay oe cot Agha 
Numbers of producers oe it ne ss ss 18 
Premiums ais ‘i on as S ae 81, 127, 222, 286 
Prices .. a Be se aes es aoe pac sale 25, 81, 85 
Pe oimcudations Ser ae ian ae ae ae a 269, 286 
Haulage—see Transport. 
Herd improvement ... te sie sate ane wes aie sei 72, 270 
Hospitals and institutions— 
Effects of schemes on ... ae Bee Bo hs Bie nae 89, 119 
Prices to ke et Be, ae at Sas es ... 26, 89, 237 
Import policy— 
Duties... i Su Hs esa haste babes sb a Pere iy 
Levy-subsidy ... vas hae oa eet ts wes ses w= — 168 
Quantitative regulation as “iss ie so es aes 165-167 
Imports of milk products— 
Present duties ... eae Mie ee a ee we ase 163, 347 
Present regulation om eee a bus pos we aN 163, 348 
Quantities see be Bee sin ae sop aie tak 162, 346 
Inter-regional compensation 8, 38, 339 


Inter-scheme agreements let ae: .. 14, 21, 106, 133, 261 
Investigation, Committee of—see also Price-fixing, Statutory safeguards ;— 


England and Wales 
Scotland 


Level delivery contracts 

Level delivery premiums 

Level production 

Level production premiums 
517 


23, 90, 91, 93, 95, 172, 196, 212, 271, 273 
. 23, 52, 91, 96 


“ 81, 138, 146, 233 
8, 12, 48, 81, 129, 138, 146, 149, 222, 283, 286 
42, 129, 206, 222 
,. WB, 52, 120, 131,922 
N 2 
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Levies— 
Inter- regional compensation ... eo t so “ff Me, ose eae 
Price equalisation oa he ... 29, 118, 340 
Producer-retailers’ a ne 30, 52, 118, 141- 151, 225-227, 286, 341, 342 
Quality premium sn + am 73, 128 
Levy-subsidy system xe : A ere Ane ry 7 Loe 
Liquid milk—see Consumption ; ice: se Sieeh 
Liquid milk market— 
Assisted-price milk ... ... aa ae Las 204, 208, 215-218, 288 
Characteristics ... a a ny i bes 109, 125, 129, 187, 193 
Quality considerations ; 117, 194, 207 
Relief from burden of manufacturing ‘milk . 196, 197, 206, 208, 211-215, 288 
Reserve ... a ae ns a ne AY: 195, 212-214, 277, 287 
Local price variations—see Prices. 
Manufacture—see also Milk products— 
Butter-fat content Pe ee sis aes Sis re 13, 128, 223, 234 
By-products... ee ai a aes “a a LOT, 1215 Zi sn sou 
Differential profits on ... es ee bo <p oo oe 234, 278 
Effects of schemes on ... nats oe be: a ue ... 97-108, 206 
Efficiency Pe ad o ey 8h oft: see BPs 107, 277 
Factory— 
By the Boards ___... i ‘ oe + om 13, 21, 102, 284 
Increase of ... a ae ao ass ete an) . 21, 100, 206 
Location of ... i a og 33 are BLS TOIT 18 2787301 
Farm— 
Butter... ee Bi ne ae sia 63, 98-100, 107, 121, 228, 278 
Cheese... ee cis ee ay ... 10, 18, 20, 98-100, 107, 121, 227 
Decrease of ... ap ais aS Bue ee 59, 62, 68, 99, 100, 118 
Organisation... sits ae oe ae we ee .-- 106, 120, 279 
Quantities im ae ae aes ey se Mee wee CLUS Omocae 
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Milk-in-Schools schemes _... ae .-- 72, 90, 112, 114, 194, 204, 281, 296, 345 
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ADVERTISEMENTS 





CATALOGUES FOR ALL 
BRANCHES OF THE 
DAIRY INDUSTRY 


The following are sent post free to any 
address :— 


“TEXTILES FOR ALL.” This 
catalogue is what the Dairy Farmer, 
Creamery Manager, Cheesemaker and 
Shopman have waited for. 


‘* THE THOMSON STERILISER.” 
The most complete catalogue of Sterilisers 
from £6 6s. upwards. 


“DAIRY MACHINERY.” A pro- 
fusely illustrated catalogue full of valuable 
instruction and guidance. 


‘* TESTING FOR CLEAN MILK.” 
(just Issued.) The most up-to-date 
catalogue on Reductase (Colour) Testing 
and Reductase-Fermentation Testing in 
print. It has a wealth of education and 
originality. 


Sutherland Thomson & Co. 
31, Tooley Street, London, S.E.1. 








“For Farm 


and Garden ” 


a selected list of official publications on 
agriculture, is obtainable free and post 
free from 


H. M. Stationery Office 


at the addresses on the title page 


COMBINED CHURNS 
AND BUTTERWORKERS 


Capacities to churn from 30 to 
500 gallons of Cream. 
BRITISH MADE THROUGHOUT. 
Model JL as illustrated with re- 
movable worker, also Churns with 
Internal Working Rollers. 


Please write for illustrated catalogue. 


Xx1 





MILK BARS 


INEXPENSIVE TO PURCHASE 
‘ CHEAP TO OPERATE 
@ TROUBLE FREE & SIMPLE 


Compact Equipment is now 

available for the Dairyman 

convenient for installation 
in existing retail shop 


Profits are knocking at 
your door, 


others are cashing 
Why not you? 


in: 


Write to-day for ‘‘ MILK PROFITS ”’ 
presented by 


CONTROLLED 
COOLING 


(L.B.H. products Ltd,) 
SHELL MEX HOUSE, Strand, W.C.2 


and throughout the country 










Qualify for the new Milk (Special Designations) 
Order for T.T.and Accredited Milk, by adopting 
the ‘Autolex’ Cap the simplest and cheapest. 


Approved by the Ministry of Health 


H. C. STERN 


12 Farringdon Avenue, London, E.C.4 
















eS Write for 

Strip, Foil enn 
Ice Cream a 
Wrappers Pariiculars 











6 






0 ae 






Sh pRen Sum ewanaeS 


a “MILK BOTTLE CAPS. — 


ALUMIENTUM) 







G. LLEWELLIN & SON, HAVERFORDWEST, WALES 


Churn Manufacturers for over 150 years 


XX1i ADVERTISEMENTS 


brass] oundsmen s 4 
SIMPLIFY YOUR CHECKING papent ety keen 
Adopt the HARWOOD System of BOOK-KEEPING 


1 HARWOOD’S Dairy Round Book 7” x 4”, one week in an opening with or without sundries 
column 2/ , or double thickness 3/6. 

2 HARWOOD'S Daily Round Book 8” x 5”, a fortnight in an opening, columns for morning 
and evening 2/6, or double thickness 4/-. 

3 As above, a month in one opening 3/6. 


All strongly bound, waterproof cloth covers 


POST HARWOOD MILK SELLER’S LEDGERS TO CORRESPOND WITH ROUND BOOKS 
FREE 10/6 and 12/6 AGREEMENT FORMS, ETC. 


Test our system—it will surely profit you. WRITE TO-DAY FOR ONE OF OUR BOOKS 


JAMES HARWOOD, DERWENT STREET, DERBY 


Established over 100 years AND OF ALL BOOKSELLERS & STATIONERS 





GLOUCESTER MARKET 


Close to the L.M.S. and G.W.R. Railway Stations 


Important sales of Stock are held :— 


EVERY MONDAY: Fat Cattle, Fat and Store Sheep, Pigs and Calves 
EVERY SATURDAY: Dairy and Store Cattle 


AVERAGE WEEKLY ENTRY OF DAIRY CATTLE 
175 


BRUTON KNOWLES & CO. 


Auctioneers, of whom further particulars of these Markets may be had at their 
Offices, ALBION CHAMBERS, GLOUCESTER: (Tel. 2267) 


MILK 
LABORATORY | | RADCLYFFE'S 


EQUIPMENT ADVERTISEMENT 


WHY NOT ENTRUST CONTRACTORS 


your 
enquiries and orders tous? The 
firm that has had 36 years ex- 
perience with this type of work 
and specialise in it. 


Sole Agents for the world-famed 65, Victoria Street, 


‘“FUCOMA” APPARATUS for 
milk testing. LONeN eau 


F. BRYAN & PATON 


LTD. 
29 Paternoster Row, London, E.C.4 
Tel. : City 3526 EST. 1900 














Telephone: Victoria 9545 








ADVERTISEMENT XXI1il 


KNOW YOUR MARKET 


MARKETING 1 THE SUBJECT OF THE MOMENT 





The Ministry’s Orange Books on 
Marketing are unique. They have a 
world-wide reputation. 


Look at the list on the back and put 
in an order while you have the oppor- 
tunity. You can use it as an order 
form. 


But do it now, or you will be too late. 
Twenty numbers have already gone 
out of print— others are rapidly 
selling out. 


ORDER FORM ON THE BACK 


ORANGE BOOKS ON MARKETING 


ISSUED BY 
THE MINISTRY OF AGRICULTURE AND FISHERIES 








RELL T I 


oe eres Cie ae 
sei Ae plane (ae 





i ell “OR DD R FORM. 
dh ee ee EM Pip ed Bi Ny ah ae ale ; Dates aa esan cise ree ae eter 
Please supply me with......... copies of the following’Reports as under :— 
ORANGE BOOKS ON MARKETING. Wo. of 
No. copies. | 8 d. 


13. Markets and Fairs; Part I—General Review. Post free 8d. 

14. Markets and Fairs; Part II—Midland Markets. Post free 9d. 

16. The Fluid Milk Market. Post free 9d. 

18. Marketing of Wheat, Barley and Oats. Post free 9d. 

22. Marketing of Dairy Produce; Part I—Cheese. Post free 9d. 

24, Preparation of Fruit for Market ; Part I1—Gooseberries, Currants, 
Cherries, Raspberries, Loganberries, Tomatoes, Cucumbers 
and Grapes. Post free 9d. 

25. Marketing of Vegetables. Post free 1s. 4d. 

26. Markets and Fairs; Part V—Welsh Markets; Part VI—London 
Markets ; Part VII-—Final Review. Post free 9d. 

28. Marketing of Honey and Beeswax. Post free 9d. 

29. Marketing of Sheep, Mutton and Lamb. Post free 10d. 

30. Spates on Dairy Produce ; Part II—Butter and Cream. Post 

ree 

34. Organisation of Potato Marketing. Post free 9d. 

35. Organisation of Wool Marketing. Post free 9d. 

37. Report of Reorganisation Commission for Pigs and Pig Products. 
Post free 8d. 

38. Report of Reorganisation Commission for Milk (England and 

| Wales). Post free 10d. 

39. Report of OL bent Commission for Fat Stock. Post free 
1s, 2d. 

40. Report of Technical Committee on Abattoir Design. Post free 
Is:eZd- 

41. Handbook on Cattle Industry (Emergency Provisions) Act, 
1934. Post free ls. 1d. 

42. Report of Reorganisation Commission for Eggs and Poultry for 
England and Wales. Post free 1s. 4d. 

43. Report of Reorganisation Commission for Eggs. and Poultry for 
Great Britain. Post free 1s. 2d. 

44, Report of the Reorganisation Commission for Milk for Great 
Britain. Post free Is. 5d. 


(Nos. 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, II, 12, 15, 17, 19, 20) 21, 23, 27 and 33 are out of print.] 
Other Reports are in course of preparation. 
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Obtainable from any of the Sale Offices of 


HIS MAJESTY’S STATIONERY OFFICE 


LONDON W.C.2.—Adastral House, Kingsway, 

EDINBURGH 2—120, George Street. MANCHESTER 1—26, York Street. 

CARDIFF—1, St. Andrew’s Crescent. BELFAST—8o, Chichester Street.. 

ot through any bookseller. 

ABROA D—Cobptes of Government publications are obtatnable through the following :— 
AUSTRALIA : Messrs. Albert & Son, Lid., 180, Murray Street, Perth, Western Australia ; Messes. 
Angus & Robertson, Lid., 89, Castlereagh Street, Sydney, INES) W. ; Messrs. McGill’s News Agency, 
183-5, Elizabeth Street, Melbourne, Victoria, TASMANIA: areata Oldham Beddome & Meredith 
(1932) Ptv., Ltd., 36, Elizabeth Street, Hobart. CANADA: The Imperial News Company, Ltd., 
235, Fort Street, Winnipeg; 517, Burrard Street, Vancouver ; ; The Benjamin News Co., 975, St. 
Antoine Street, Montreal ; The William Dawson Subscription Service, Lid., 70, King Street East, 
Toronto, Ontario. CHINA: Messrs. Edward Evans & Sons, P.O. Box 970, 200, Kiukiang 
Road, Shanghai. DENMA RK: A. Busck, Kjobmagergade 49, Copenhagen. FINLAND: 
A kateeminen Kirjakauppa, Helsinki ; Akademiska Bokhandeln, Helstngfors. GERMA NY: 
Messrs. A. Asher & Co., Behrenstrasse 17, Berlin, W.8. GOLD COAST: Methodist Book Depot 
(P.O. Box 100), Cape Coast; branches at Accra, Kumasi, Sekondi and Swedru. HOLLAND: 
N.V. Martinus Nijhoff, Boekhandel, Lange V oorhout 9, 's-Gravenhage. INDIA: Messrs. Thacker 
& Co., Ltd., Bombay ; Messrs. Higginbothams, Lid., Madras and Bangalore ; The Book Co., Ltd., 
College Square, Calcutta. IRISH FREE STATE: Messrs. Eason & Son, Ltd., 40-41, Lower 
O’Connell Street, Dublin. JAPAN: Maruzen Co., Ltd., 6, Nthonbashi Tort-Nichome, Tokyo. 
NEW ZEALAND: Messrs. Whitcombe & Tombs, Ltd., ” Auckland, Christchurch, Dunedin and 
Wellington. NORWAY: Cammermeyers Boghandel, Karl Johans Gate, 41-43, Oslo. SOUTH 
AFRICA: The Central News Agency, Lid., Johannesburg (P.O. Box 1033); Cape Town (P.O. 
Box 2) Durban (P.O. Box 938) ; Port Elisabeth (P.O. Box 356) ; Pretoria, Transvaal. SWEDEN: 
A. O. E. Fritzes Kungl, Hofbokhandel, Fredsgatan 2, Stockholm. UNITED STATES OF 
4MERIOA : The British Library of Information, 270, Madison Avenue, New York. 


A selection of Government publications may usually be inspected at 
the Offices of His Majesty’s Trade Commissioners. 
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